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32.01: Purpose and Scope

(1) The purpose of 209 CMR 32.00 isto promote the informed use of consumer credit by requiring
disclosures about itsterms and cost. 209 CMR 32.00 aso gives consumers the right to cancel certain
transactions thet involve alien on a consumer's principa dwelling, regulates certain credit card practices,
and provides ameans for fair and timely resolution of credit billing disputes. 209 CMR 32.00 does not
govern charges for consumer credit. In addition, 209 CMR 32.00 requires a maximum interest rate
to be stated in variable rate contracts secured by the consumer's dwelling, and impaoses limitations on
home equity plans that are subject to the requirements of 209 CMR 32.05B and mortgages that are
subject to the requirements of 209 CMR 32.32. 209 CMR 32.00 prohibits certain acts or practices
in connection with credit secured by a consumer's principa dwelling.
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32.01: continued

(2) Ingenerd, 209 CMR 32.00 applies to each individua or business that offers or extends credit
when four conditions are met:
(&) thecreditisoffered or extended to consumers,
(b) the offering or extension of credit is done regularly;*
(c) thecredit issubject to afinance charge or is payable by awritten agreement in more than four
ingdlments and
(d) thecreditis primarily for persond, family, or household purposes.

(3) If acredit card isinvolved, however, certain provisons apply even if the credit is not subject to
afinance charge, or is not payable by awritten agreement in more than four ingdlments, or if the credit
card is to be used for business purposes.

(4) Inaddition, certain requirements of 209 CMR 32.05B gpply to persons who are not creditors but
who provide applications for home equity plansto consumers.

32.02: Definitions and Rules of Congtruction

(1) Ddinitions. For purposes of 209 CMR 32.00, the following definitions goply:
Act meansM.G.L. c. 140D.

Advertissment means a commercid message in any medium that promotes, directly or indirectly, a
credit transaction.

[Reserved]?

Billing Cyde or Cycle means the interval between the days or dates of regular periodic Satements.
These intervas shdl be equa and no longer than a 1/4 of ayear. Aninterva will be consdered equa
if the number of daysin the cycle does not vary more then four days from the regular day or date of the
periodic statement.

Board means the Board of Governors of the Federa Reserve System.

Business Day means a day on which a creditor's offices are open to the public for carrying on
subgtantidly al of its business functions. However, for purposes of rescisson under 209 CMR 32.15
and 32.23, and for the purposes of 209 CMR 32.31, the terms means al caendar days except
Sundays and the legal federd public holidays specified in 5 U.S.C. 6103(a), such asNew Year's Day,
The Birthday of Martin Luther King, J., Washington's Birthday, Memoria Day, Independence Day,
Labor Day, Columbus Day, Veterans Day, Thanksgiving Day, and Chrismas Day, and any legd
holiday under the laws of the Commonweslth.

Card Issuer means a person that issues a credit card or that person's agent with respect to the card.

Cardholder means anatural person to whom a credit card isissued for consumer credit purposes, or
anaura person who has agreed with the card issuer to pay consumer credit obligations arisng from
the issuance of acredit card to another natural person. For purposes of 209 CMR 32.12(1) and (2)
the term includes any person to whom a credit card is issued for any purpose, including business,
commercid, or agriculturd use or a person who has agreed with the card issuer to pay obligations
arisng from the issuance of such a credit card to another person.

Cash Price meansthe price & which a creditor, in the ordinary course of business, offersto sl for cash
the property or service that is the subject of the transaction. At the creditor's option, the term may
include the price of accessories, services related to the sale, service contracts and taxes and fees for
license, title, and regidration. The term does not include any finance charge.

The meaning of "regularly" is explained in the definition of "creditor" in 209 CMR 32.02.
(* Resarved)
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32.02: continued

Closed-end credit means consumer credit other than "openrend credit” as defined in 209 CMR
32.02.

Consumer means a cardholder or anatura person to whom consumer credit is offered or extended.

However, for purposes of rescisson under 209 CMR 32.15 and 32.23 the term dso includes a
natura person in whaose principa dwelling asecurity interest is or will be retained or acquired, if thet
person’'s ownership interest in the dweling is or will be subject to the security interest.

Consumer credit means credit offered or extended to a consumer primarily for persond, family, or
household purposes.

Consummation means the time that a consumer becomes contractudly obligated on a credit
transaction.

Credit meansthe right to defer payment of debt or to incur debt and defer its payment.

Credit card means any card, plate, coupon book, or other single credit device that may be used
from time to time to obtain credit. Charge card means a credit card on an account for which no
periodic rate is used to compute a finance charge.

Credit sdle means a salein which the sdller is a creditor. The term includes a bailment or lease
(unless terminable without pendty at any time by the consumer) under which the consumer:
(&) Agreesto pay as compensation for use asum substantialy equivaent to, or in excess of,
the tota vaue of the property and services involved; and
(b) Will become (or has the option to become), for no additiona consideration or for nomina
congderation, the owner of the property upon compliance with the agreement.

Creditor means.
(8 A person (A) who regularly extends a consumer credit® tht is subject to afinance charge
or is payable by written agreement in more than four inddlments (not including a
downpayment), and (B) to whom the obligation isinitidly payable, ether on the face of the note
or contract, or by agreement when there is no note or contract.
(b) For purposes of 209 CMR 32.04(3)(h) (Discounts), 32.09(4) (Finance Charge Imposed
a Time of Transaction), and 32.12(5) (Prompt Notification of Returns and Crediting of
Refunds), a person that honors a credit card.
(¢) For purposes of 209 CMR 32.05 through 32.16, any card issuer that extends either
open-end credit or credit that is not subject to afinance charge and is not payable by written
agreement in more than four ingalments.
(d) For purposes of 209 CMR 32.05 through 32.16 (except for the credit and charge card
disclosures contained in 209 CMR 32.05A and 32.09(5) and (6), the finance charge
disclosures contained in 209 CMR 32.06(1) and 32.07(4) through (7) and the right of
rescisson set forth in 209 CMR 32.15) and 209 CMR 32.17 through 32.24, any card issuer
that extends closed-end credit that is subject to a finance charge or is payable by written
agreement in more than four ingalments.

Downpayment means an amount, including the vaue of any property used asatrade-in, paid to a
sdler to reduce the cash price of goods or services purchased in a credit sde transaction. A
deferred portion of a downpayment may be treated as part of the downpayment if it is payable not
later than the due date of the second otherwise regularly scheduled payment and is not subject to
afinance charge.

3A person regularly extends consumer credit only if it extended credit more than 25 times (or more than
five times for transactions secured by a dwelling) in the preceding cdendar year. If aperson did not
meset these numerical Sandardsin the preceding caendar year, the numerica sandards shdl be gpplied
to the current caendar year.
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32.02: continued

Dwadling means aresidentid structure that contains one to four units, whether or not that structure
is atached to red property. Thetermincludes an individua condominium unit, cooperative unit,
mobile home, and trailer, if it isused as aresdence.

Open-end credit means consumer credit extended by a creditor under a plan in which --
(& The creditor reasonably contemplates repeated transactions;
(b) The creditor may impose a finance charge from time to time on an outstanding unpaid
balance, and
(c) Theamount of credit that may be extended to the consumer during the term of the plan (up
to any limit set by the creditor) is generdly made available to the extent that any outstanding
balanceisrepaid.

Periodic rate means arate of finance charge that is or may beimposed by a creditor on a baance
for aday, week, month, or other subdivision of ayear.

Person means a naturd person or an organization, including a corporation, partnership,
proprietorship, association, cooperdtive, etate, trust, or government unit.

Prepaid finance charge means any finance charge paid separatdly in cash or by check before or at
consummation of atransaction, or withheld from the proceeds of the credit at any time.

Regulation Z means regulations issued by the Board to implement the Federd Truth in Lending and
Fair Credit Billing Acts, which are contained in Title | of the Consumer Credit Protection Act, as
amended (15 USC 1601 et seq).

Resdentia mortgage transaction means a transaction in which a mortgage, deed of trust, purchase
money security interest arising under an indalment sales contract, or equivalent consensud security
interest is creeted or retained in the consumer's principa dwelling to finance the acquigtion or initid
condruction of that dwdlling.

Security interest means an interest in property that secures performance of a consumer credit
obligation and that is recognized by State or federd law. 1t does not include incidenta interests such
as interests in proceeds, accessions, additions, fixtures, insurance proceeds (whether or not the
creditor isaloss payee or beneficiary), premium rebates, or interestsin after-acquired property.

For purposes of disclosure under 209 CMR 32.06 and 32.18, the term does not include an
interest that arises solely by operation of law. However, for purposes of the right of rescission
under 209 CMR 32.15 and 32.23, the term does include interests that arise solely by operation of
law.

(2) Rues of condruction For purposes of 209 CMR 32.00, the following rules of congtruction gpply:
(& Where appropriate, the sngular form of aword includes the plura form and plura includes
sngular.

(b) Where the words "obligation” and "transaction” are used in 209 CMR 32.00, they refer to a
consumer credit obligation or transaction, depending upon the context. Where the word " credit”
is used in 209 CMR 32.00, it means "consumer credit” unless the context clearly indicates
otherwise.

(©) Unlessdefined in 209 CMR 32.00, the words used have the meanings given to them by sate
law or contract.

(d) Footnotes have the same legd effect asthe text of 209 CMR 32.00.

32.03: Exempt Transactions

209 CMR 32.00 does not apply to the following:*

*The provisionsin 209 CMR 32.12(1) and (2) governing the issuance of credit cards and the ligbility
for their unauthorized use apply to dl credit cards, even if the credit cards are issued for use in
connection with extensions of credit that otherwise are exempt under 209 CMR 32.04.
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32.03: continued

(1) Business, Commercid, Agriculturd, or Organizationa Credit.
(& Anextenson of credit primarily for abusiness, commercia or agricultura purpose.
(b) Anextenson of credit to other than anatura person, including credit to government agencies
or indrumentdities

(2) Credit over $25,000 Not Secured by Real Property or aDwelling. An extension of credit not
secured by red property, or by persond property used or expected to be used asthe principa dwelling
of the consumer, in which the amount financed exceeds $25,000 or in which there is an express written
commitment to extend credit in excess of $25,000.

(3) Public Utility Credit. An extenson of credit thet involves public utility services provided through
pipe, wire, other connected facilities, or radio or smilar transmisson (including extensions of such
fecilities), if the charges for service, delayed payment, or any discounts for prompt payment are filed
with or regulated by any government unit. The financing of durable goods or home improvements by
apublic utility is not exempt.

(4) Securities or Commodities Accounts Transactionsin securities or commodities accounts in which
credit is extended by a broker-deder registered with the Securities and Exchange Commission or the
Commodity Futures Trading Commission.

(5) Home Fud Budget Plans. An ingdlment agreement for the purchase of home fuels in which no
finance charge isimposed.

(6) Student Loan Programs. Loans made, insured, or guaranteed pursuant to a program authorized
by Title IV of the Higher Education Act of 1965 (20 USC 170 et seq.).

32.04: Finance Charges

(1) Deinitions. The finance chargeisthe cost of consumer credit asadollar amount. It includes any
charge payable directly or indirectly by the consumer and imposed directly or indirectly by the creditor
as an incident to or a condition of the extension of credit. It does not include any charge of atype
payable in a comparable cash transaction.
(& Chargesby third parties. The finance charge includes fees and amounts charged by someone
other than the creditor unless otherwise excluded under 209 CMR 32.04 if the creditor:
1. requiresthe use of the third party as a condition of or incident to the extension of credit
.even if the consumer can choose the third party; or
2. retainsaportion of thethird-party charge, to the extent of the portion retained.
(b) Specid rule; closing agent charges. Fees charged by a third-party that conducts the loan
cloang (such as a settlement agent, attorney, or escrow or title company) are finance charges only
if the creditor:
1. Requiresthe particular services for which the consumer is charged;
2. Requirestheimpostion of the charge; or
3. Retainsaportion of the third-party charge, to the extent of the portion retained.
(0 Specid rule; mortgage broker fees . Fees charged by a mortgage broker (including fees paid
by the consumer directly to the broker or to the creditor for delivery to the broker) are finance
charges even if the creditor does not require the consumer to use a mortgage broker and even if
the creditor does not retain any portion of the charge.

(2) Examplesof Finance Charges. The finance charge indudes the following types of charges, except
for charges specifically excluded by 209 CMR 32.04(3) through (5):
(@ Interet, time price differentia, and any amount payable under an add-on or discount system
of additiona charges.
(b) Service transaction activity, and carrying charges, including any charge imposed on a checking
or other transaction account to the extent that the charge exceeds the charge for a smilar account
without a credit festure,
(c) Poaints, loan fees, assumption fees, finder's fees, and Smilar charges.
(d) Apprasd, investigation, and credit report fees.
(e) Premiumsor other charges for any guarantee or insurance protecting the creditor againgt the
consumer's default or other credit loss.
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32.04: continued

©)

(4)

Effective 1/1/03

(f) Chargesimposed on a creditor by another person for purchasing or accepting a consumer's
obligation, if the consumer isrequired to pay the chargesin cash, as an addition to the obligation,
or as a deduction from the proceeds of the obligation.

(90 Premiumsor other charges for credit life, accident, hedlth, or loss-of-income insurance, written
in connection with a credit transaction.

(h)y Premiums or other charges for insurance againgt loss of or damage to property or against
ligbility arisng out of the ownership or use of property, written in connection with a credit
transaction.

() Discounts for the purpose of inducing payment by a means other than the use of credit.

() Debt Cancelation Fees. Chargesor premiums paid for debt cancellation coverage written in
connection with a credit transaction, whether or not the debt cancellation coverage is insurance
under gpplicable law.

Charges Excluded from the Finance Charge. The following charges are not finance charges.
(@ Applicaion feescharged to dl gpplicantsfor credit, whether or not credit is actudly extended.
(b) Chargesfor actud unanticipated late payment, for exceeding a credit limit, or for deinquency,
default, or asmilar occurrence.
(c) Chargesimposed by afinancid inditution for paying items that overdraw an account, unless
the payment of such items and the imposition of the charge were previoudy agreed upon in writing.
(d) Fees charged for participation in a credit plan, whether assessed on an annua or other
periodic basis.
(e) Sdler'spoints.
(f) Interest forfeited asaresult of an interest reduction required by law on atime deposit used as
a security for an extenson of credit.
(90 The following fees in a transaction secured by red property or in a residentid mortgage
transaction, if the fees are bona fide and reasonable in amount:
1. Feesfor title examination, abstract of title, title insurance, property survey, and smilar
purposes.
2. Feesfor preparing loan-related documents, such as deeds, mortgages, and reconveyance
or settlement documents.
3. Notary and credit report fees.
4. Property appraisa fees or fees for ingpection to assess the value or condition of the
property if the serviceis performed prior to closing, including fees related to pest infestation or
flood hazard determinations.
5. Amounts required to be paid into escrow or trustee accounts if the amounts would not
otherwise be included in the finance charge.
(h) Discounts offered to induce payment for a purchase by cash, check, or other means, as
provided in M.G.L. c. 140D, § 28A(b).

Insurance and debt cancellation coverage.

(& Voluntary credit insurance premiums. Premiums for credit life, accident, hedth, or loss-of-

income insurance may be excduded from the finance charge if the following conditions are met:
1. Theinsurance coverageisnot required by the creditor, and thisfact is disclosed in writing.
2. Thepremium for theinitid term of insurance coverage isdisdosed. If the term of insurance
is less than the term of the transaction, the term of insurance dso shdl be disclosed. The
premium may be disclosed on a unit-cost basis only in open-end credit transactions, closed-end
credit transactions by mail or telephone under 209 CMR 32.17(7), and certain closed-end
credit transactions involving an insurance plan that limits the totd amount of indebtedness
subject to coverage.
3. Theconsumer ggnsor initias an affirmative written request for the insurance after receiving
the disclosures specified in 209 CMR 32.04(4)(a)1. and 2.. Any consumer in the transaction
may dgn or initid the request.
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(b) Premiumsfor insurance againgt loss of or damage to property, or againg liability arisng out
of the ownership or use of property °, may be excluded from the finance charge if the following
conditions are met:

1. Theinsurance coverage may be obtained from a person of the consumer's choice®, and this
fact is disclosed.

2. If the coverage is obtained from or through the creditor, the premium for the initid term of
insurance coverage shdl be disclosed. The premium may be disclosed on aunit-cost basis only
in open-end credit transaction, closed-end credit transactions by mail or telephone under 209
CMR 32.17(7) and certain dosed-end credit transactions involving an insurance plan thet limits
the tota amount of indebtedness subject to coverage.

() Voluntary debt cancellation fees. Charges or premiums paid for debt cancellation coverage

of the type specified in 209 CMR 32.04 (4)(c) 4. may be excluded from the finance charge,
whether or not the coverage is insurance, if the following conditions are met.

1. The debt cancdlation agreement or coverage is not required by the creditor, and this fact
isdisclosed in writing;
2. Thefeeor premium for theinitid term of coverageisdisclosed. If the term of coverageis
less than the term of the credit transaction, the term of coverage dso shdl be disclosed. The
fee or premium may be disclosed on a unit-cost basis only in open-end credit transactions,
closed-end credit transactions by mail or telephone under 209 CMR 32.17(7), and certain
closed-end credit transactions involving a debt cancellation agreement that limits the tota
amount of indebtedness subject to coverage;

3. Theconsumer Sgnsor initids an afirmeative written request for the coverage after recaiving

the disclosures specified in this paragraph. Any consumer in the transaction may sign or initid

the request.

4. 209 CMR 32.04 (4) (c) appliesto fees paid for debt cancellation coverage that provides
for cancellation of al or part of the debtor’ s liability for amounts exceeding the value of the
collatera securing the obligation, or in the event of the loss of life, hedth, or incomein a
case of accident.

*Thisindudes Sngle interest insuranceif the insurer waives dl right of subrogation againgt the consumer.
®A creditor may reserve the right to refuse to accept, for reasonable cause, an insurer offered by the
consume.
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32.04: continued

(5) Certain Security Interest Charges. If itemized and disclosed, the following charges may be
excluded from the finance charge:
(8 Taxes and fees prescribed by law that actudly are or will be paid to public officids for
determining the existence of or for perfecting, releasing, or satisfying a security interest.
(b) Thepremium for insurancein lieu of perfecting a security interest to the extent that the premium
does not exceed the fees described in 209 CMR 32.04(5)(a) that otherwise would be payable.
(c) Taxes on Security Indruments. Any tax levied on security insruments or on documents
evidencing indebtedness if the payment of such taxesis a precondition for recording the instrument
securing the evidence of indebtedness.

(6) Prohibited Offsets. Interest, dividends, or other income received or to be received by the
consumer on deposits or investments shal not be deducted in computing the finance charge.

32.05: Generd Disclosure Reguirements -- OPEN END CREDIT

(1) Formof Disclosure.
(& The creditor shal make the disclosures required by this subpart clearly and conspicuoudy in
writing,” in aform that the consumer may keep.?
(b) Theterms"finance charge’ and "annuad percentage rate,” when required to be disclosed with
a corresponding amount or percentage rate, shall be more conspicuous than any other required
disclosure.’
(¢) Certain disclosures required under 209 CMR 32.05A for credit and charge card applications
and solicitations must be provided in atabular format or in a prominent location in accordance with
the requirements of that section.
(d) For rules governing the form of disclosures for home equity plans, see 209 CMR 32.05B(1).

(2) Time of Disclosures.

(@ Initid disclosures. The creditor shal furnish the initid disclosure statement required by 209

CMR 32.06 before the first transaction is made under the plan.

(b) Periodic statements.
1. Thecreditor shdl mall or deliver a periodic statement as required by 209 CMR 32.07 for
each billing cycle a the end of which an account has a debit or credit balance of more than $1
or on which afinance charge has been imposed. A periodic statement need not be sent for an
account if the creditor deemsit uncollectible, or if delinquency collection proceedings have been
indituted, or if furnishing the statement would violate Massachuseits or federd law or
regulations.
2. Thecreditor shdl mail or deliver the periodic Statement at least 15 days before the end of
the next succeeding hilling cyde or the payment due date, whichever is earlier.® A creditor that
fals to meet this requirement shdl not collect any finance charge with respect to the next
succeeding hilling cycle upon any baance that was outstanding during the preceding billing
cycle. If any such finance charge is assessed or collected, the creditor shdl credit the
consumer's account or refund the finance charge within two billing cycles.

"The disclosure required by 209 CMR 32.09(4) when a finance charge is imposed at the time of a
transaction need not be written.

®#The disclosures required under 209 CMR 32.05A for credit and charge card applications and
solicitations, the home equity disclosures required under 209 CMR 32.05B(4), the dternative summary
billing rights statement provided for in 209 CMR 32.09(1)(b), credit and charge card renewa
disclosures required under 209 CMR 32.09(5), and the disclosures made under 209 CMR 32.10(2)
about payment requirements need not be in aform that the consumer can keep.

*The terms need not be more conspicuous when used under 209 CMR 32.05A for credit and charge
card gpplications and soliciations, under 209 CMR 32.07(4) on periodic statements, under 209 CMR
32.09(5) in credit and charge card renewal disclosures, and under 209 CMR 32.16 in advertisements.
1%This timing requirement does not apply if the creditor is unable to meet the requirement because of
an act of God, war, civil disorder, naturd disaster, or strike.
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32.05: continued

(¢) Credit and charge card application and solicitation disclosures. The card issuer shdl furnish
the disclosures for credit and charge card gpplications and solicitations in accordance with the
timing requirements of 209 CMR 32.05A.

(d) Home equity plans. Disclosures for home equity plans shdl be made in accordance with the
timing requirements of 209 CMR 32.05B(b).

(3) Bagsof Disclosuresand Use of Edimates.  Disclosures shdl reflect the terms of the legd
obligation between the parties. If any information necessary for accurate disclosure is unknown to the
creditor, it shal make the disclosure based on the best information reasonably available and shdl Sate
clearly that the disclosureis an estimate.

(4) Multiple Creditors, Multiple Consumers. If the credit plan involves more than one creditor, only
one set of disclosures shal be given, and the creditors shdl agree among themsdlves which creditor
must comply with the requirements that 209 CMR 32.00 imposes on any or dl of them. If thereis
more than one consumer, the disclosures may be made to any consumer who is primarily liable on the
account. If the right of rescisson under 209 CMR 32.15 is gpplicable, however, the disclosures
required by 209 CMR 32.06 and 32.15(2) shal be made to each consumer having the right to rescind.

(5) Effect of Subsequent Events. If a disclosure becomes inaccurate because of an event that occurs
after the creditor mails or delivers the disclosures, the resulting inaccuracy is not a violation of
209 CMR 32.00, dthough new disclosures may be required under 209 CMR 32.09(c).

32.05A: Credit and Charge Card Applications and Solicitations

(1) Gened Rules. The card issuer shal provide the disclosures required under 209 CMR 32.05A
or with asolicitation or an application to open a credit or charge card account.
(8 Ddlinition of solidtation For purposes of 209 CMR 32.05A, term "solicitation” means an
offer by the card issuer to open a credit or charge card account that does not require the consumer
to complete an application.
(b) Form of disclosures.
1. Thedisclosuresin 209 CMR 32.05A(2)(a) through (g) shdl be provided in a prominent
location on or with an application or a solicitation, or other gpplicable document, and in the
form of atable with headings, content, and format subgtantidly smilar to any of the gpplicable
tables found in Appendix G.
2. Thedisclosuresin 209 CMR 32.05(2)(h) through (j) shdl be provided ether in the table
containing the disclosures in 209 CMR 32.05A(2)(a) through (g), or clearly and conspicuoudy
elsawhere on or with the gpplication or solicitation.
3. The disclosure required under 209 CMR 32.05A(2)(e) shdl contain the term "grace
period."
4. Theterminology in the disclosures under 209 CMR 32.05A(1)(b) shdl be consstent with
that to be used in the disclosures under 209 CMR 32.06 and 32.07.
(c) Exceptions. 209 CMR 32.05A does not apply to home equity plans accessible by a credit
or charge card that are of the type subject to the requirements of 209 CMR 32.05B; overdraft lines
of credit tied to asset accounts accessed by check guarantee cards or by debit cards; or lines of
credit accessed by check guarantee cards or by debit cards that can be used only at automated
teller machines
(d) Feesbased on apercentage. If the amount of any fee required to be disclosed under this
section is determined on the basis of a percentage of another amount, the percentage used and the
identification of the amount againgt which the percentage is gpplied may be disclosed ingead of the
amount of the fee.
(e) Cetainfeesthat vary by date. If the amount of any feereferred to in 209 CMR 32.05A(2)(h)
through (j) varies from state to state, the card issuer may disclose the range of the feesingtead of
the amount for each dtate, if the disclosure includes a statement that the amount of the fee varies
from State to State.
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32.05A: continued

@)

Required disclosures. The card issuer shdl disclose theitemsin 209 CMR 32.05A(2) on or with

an gpplication or a solicitation in accordance with the requirements of 209 CMR 32.05A(3), (4), or

().

A credit card issuer shdl disclose al gpplicable items in this paragraph except 209 CMR

32.05A(2)(g). A charge card issuer shdl disclose the gpplicable itemsin 209 CMR 32.05A(2)(b), (d)
and (g) through ()).

3

(& Annud percentage rate. Each periodic rate that may be used to compute the finance charge
on an outstanding baance for purchases, expressed as an annua percentage rate (as determined
by 209 CMR 32.14(2)). When more than one rate applies, the range of baances to which each
rateis gpplicable shdl aso be disclosed.
1. If the account has a variable rate, the card issuer shall aso disclose the fact thet the rate
may vary and how the rate is determined.
2. When variable rate disclosures are provided under 209 CMR 32.05A(3), an annua
percentage rate disclosure is accurate if the rate was in effect within 60 days before mailing the
disclosures. When variable rate disclosures are provided under 209 CMR 32.05A(5), an
annud percentage rate disclosure is accurate if the rate was in effect within 30 days before
printing the disclosure.
(b) Feesfor issuance or availability. Any annua or other periodic fee, expressed as an annualized
amount, or any other fee that may be imposed for the issuance or availability of acredit or charge
card, including any fee based on account activity or inactivity.
(¢ Minimum finence charge. Any minimum or fixed finance charge that could be imposed during
ahilling cyde.
(d) Transaction charges Any transaction charge imposed for the use of the card for purchases.
(e) Grace period. The date by which or the period within which any credit extended for
purchases may be repaid without incurring a finance charge. If no grace period is provided, that
fact must be disclosed. [If the length of the grace period varies, the card issuer may disclose the
range of days, the minimum number of days, or the average number of days in the grace period, if
the disclosure is identified as arange, minimum, or average.
(f) Bdance computation method. The name of the baance computation method listed in
209 CMR 32.05A(7) that is used to determine the baance for purchases on which the finance
chargeis computed, or an explanation of the method used if it isnot listed. The explanation may
gopear outsde the table if the table contains a reference to the explanaion. In determining which
balance computation method to disclose, the card issuer shal assume that credit extended for
purchases will not be repaid within the grace period, if any.
(9 Satement on charge card payments. A statement that charges incurred by use of the charge
card are due when the periodic statement is received.
(h) Cash advancefee. Any feeimposed for an extenson of credit in the form of cash.
(i) Late payment fee. Any feeimposed for alate payment.
() Over-the-limit fee. Any feeimposed for exceeding a credit limit.

Direct mail applications and solicitations. The card issuer shdl disclose the gpplicable items in

209 CMR 32.05(2) on or with an gpplication or solicitation that is mailed to consumers.

(4)

Effective 1/3/03

Teephone applications and solicitations.

(@ Ord disclosure. The cad issuer shdl ordly disclose the information in 209 CMR
32.05A(2)(a) through (g), to the extent applicable, in a teephone gpplication or solicitetion initiated
by the card issuer.

(b) Alterndtive disclosure. The ord disclosure under 209 CMR 32.05A(4)(a) need not be given
if the card issuer either does not impose a fee described in 209 CMR 32.05A(2)(b) does not
impose such afee unless the consumer uses the card, and the card issuer discloses in writing within
30 days after the consumer requests the card (but in no event later than the ddivery of the card)
the following:
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32.05A: continued

1. Thegpplicable information in 209 CMR 32.05A(b); and
2. Thefact that the consumer need not accept the card or pay any fee disclosed unless the
consumer uses the card.

(5) Applications and solicitations made available to generd public. The card issuer shdl provide
disclosures, to the extent gpplicable, on or with an application or solicitation that is made available to
the generd public, including one contained in a catdog, magazine, or other generdly available
publication. The disclosures shdl be provided in accordance with 209 CMR 32.05A(5)(a), (b), or ().
(& Disdosure of required credit information. The card issuer may disclose in aprominent location
on the gpplication or solicitation the following:
1. Thegpplicable information in 209 CMR 32.05A(2); and
2. The date the required information was printed, including a statement that the required
information was accurate as of that date and is subject to change after that date; and
3. A datement that the consumer should contact the card issuer for any changein the required
information snce it was printed, and atoll-free telephone number or a mailing address for that
purpose.
(b) Indusionof cataninitid disdosures. The card issuer may disclose on or with the gpplication
or solicitation the following:
1. Thedisclosures required under 209 CMR 32.06(1) through (3); and
2. A daement that the consumer should contact the card issuer for any changein the required
information, and atoll-free telephone number or a mailing address for that purpose.
(©) Nodisclosureof credit information. If none of theitemsin 209 CMR 32.05A(2) is provided
on or with the gpplication or solicitation, the card issuer may sate in a prominent location on the
aoplication or solicitation the following:
1. There are cogs associated with the use of the card; and
2. The consumer may contact the card issuer to request oecific information about the codts,
aong with atoll-free telephone number and a mailing address for that purpose.
(d) Prompt response to requedts for information. Upon recelving a request for any of the
information referred to in 209 CMR 32.05A, the card issuer shdl promptly and fully disclose the
information requested.

(6) Specia charge card rule -- card issuer and person extending credit not the same person. If a
cardholder may by use of a charge card access an opertend credit plan that is not maintained by the
charge card issuer, the card issuer need not provide the disclosuresin 209 CMR 32.05A(3), (4), or
(5) for the opentend credit plan if the card issuer states on or with an gpplication or a solicitation the
fallowing:

(8 The card issuer will make an independent decison whether to issue the card,

(b) The charge card may arrive before the decison is made about extending credit under the

openend credit plan; and

(o) Approvd for the charge card does not congtitute gpproval for the open-end credit plan.

(7) Badance computation methods defined. The following methods may be described by name.
Methods that differ due to variations such as the dlocation of payments, whether the finance charge
begins to accrue on the transaction date or the date of posting the transaction, the existence or length
of agrace period, and whether the baance is adjusted by charges such as late fees, annua fees and
unpaid finance charges do not congtitute separate balance computation methods.
(@ 1. Averagedaly baance (including new purchases). This baance is figured by adding the
outstanding balance (including new purchases and deducting payments and credits) for each
day in the billing cyde, and then dividing by the number of daysin the billing cyde.
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32.05A: continued

2. Average daily balance (excluding new purchases). This baance isfigured by adding the
outstanding balance (excluding new purchases and deducting payments and credits) for each
day in the billing cyde, and then dividing by the number of daysin the billing cyde.

(b) 1. Two-cyde average daily baance (including new purchases). Thisbdanceisthe
sum of the average dally balances for two hilling cycles. The first baance is for the current
billing cycle, and is figured by adding the outstanding baance (including new purchases and
deducting payments and credits) for each day in the billing cycle, and then dividing by the
number of daysin thehilling cycle. The second balance isfor the preceding billing cycle and
isfigured in the same way as the first balance.
2. Two-cycle average daily baance (excluding new purchases) This bdanceis the sum of
the average daly baances for two hilling cycdes. Thefirg baanceisfor the current billing cyde,
and is figured by adding the outstanding balance (excluding new purchases and deducting
payments and credits) for each day in the billing cyde, and then dividing by the number of days
in the billing cyde. The second baance is for the preceding billing cycde and is figured in the
same way as thefirst balance.

(0 Adjusted bdance. Thisbdanceisfigured by deducting payments and credits made during the

billing cycde from the outstanding balance at the beginning of the billing cycle.

(d) Previousbaance. Thisbaanceis the outstanding baance at the beginning of the billing cyde.

32.05B: Requirements for Home Equity Plans

The requirements of this section apply to operrend credit plans secured by the consumer's dwelling.
For purposes of this section, an annud percentage rate is the annua percentage rate corresponding to
the periodic rate as determined under 209 CMR 32.14(2).

(1) Form of disclosures.

(& Genera. The disclosures required by 209 CMR 32.05B(4) shdl be made clearly and
conspicuoudy and shdl be grouped together and segregated from dl unrdated information. This
disclosure may be provided on the gpplication form or on a separate form. The disclosure
described in 209 CMR 32.05(B)(4)(d)3., theitemization of third-party fees described in 209 CMR
32.05B(4)(h), and the variable-rate information described in 209 CMR 32.05B(4)(l) may be
provided separately from the other required disclosures.

(b) Precedence of certain disclosures. The disclosures described in 209 CMR 32.05B(4)(a)
through (d)2. shall precede the other required disclosures.

(2) Timeof disclosures. The disclosures and brochure required by 209 CMR 32.05B(4)(a) through
(d)2. shall be provided at the time an application is provided to the consumer.'®

(3) Dutiesof third paties Persons other than the creditor who provide applications to consumers for
home equity plans must provide the brochure required under 209 CMR 32.05B(5) at the time an
goplication is provided. If such persons have the disclosures required under 209 CMR 32.05B(4) for
acreditor's home equity plan, they also shal provide the disclosures at such time*®
(4) Content of disclosures. The creditor shdl provide the following disclosures, as gpplicable:
(& Reention of information A statement that the consumer should make or otherwise retain a
copy of the disclosures.

192 The disclosures and the brochure may be ddlivered or placed in the mail not later than three business
days following receipt of a consumer's gpplication in the case of gpplications contained in magazines
or other publications, or when the gpplication is recaived by teephone or through an intermediary agent
or broker.
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32.05B: continued

(b) Conditionsfor disclosed terms.

1. A daement of the time by which the consumer must submit an gpplication to obtain specific

terms disclosed and an identification of any disclosed term that is subject to change prior to

opening the plan.

2. A daement that, if adisclosed term changes (other than a change due to fluctuationsin the

index in avaridble-rate plan) prior to opening the plan and the consumer therefore eects not

to open the plan, the consumer may receive arefund of al fees pad in connection with the
goplication.
(c) Security interest and risk to home. A statement that the creditor will acquire a security interest
in the consumer's dwelling and that |oss of the dwelling may occur in the event of defaullt.
(d) Possible actions by creditor.

1. A datement that, under certain conditions, the creditor may terminate the plan and require

payment of the outstanding balance in full in asingle payment and impose fees upon termination;

prohibit additional extensons of credit or reduce the credit limit; and, as specified in the initia
agreement, implement certain changesin the plan.

2. A daement that the consumer may receive, upon request, information about the conditions

under which such actions may occur.

3. Inlieu of the disclosure required under 209 CMR 32.05B(4)(d)2., a statement of such

conditions.

(e) Payment terms. The payment terms of the plan, indluding:

1. Thelength of the draw period and any repayment period.

2. Anexplanation of how the minimum periodic payment will be determined and the timing of

the payments. If paying only the minimum periodic payments may not repay any of the principd

or may repay less than the outstanding baance, a statement of this fact, as well as a Satement
that a balloon payment may result.’®

3. Anexample, based on a$10,000 outstanding balance and arecent annua percentage rate,

showing the minimum periodic payment, any baloon payment, and the time it would take to

repay the $10,000 outstanding balance if the consumer made only those payments and obtained
no additiona extensions of credit.

If different payment terms may gpply to the draw and any repayment period, or if different
payment terms may apply within ether period, the disclosures shdl reflect the different payment
terms.

(/) Annud percentagerate For fixed-rate plans, arecent annua percentage rate™™ imposed under
the plan and a satement that the rate does not include costs other than interest.

(90 Feesimposed by creditor. An itemization of any feesimposed by the creditor to open, use,
or maintain the plan, sated as a dollar amount or percentage, and when such fees are payable.
(h) Feesimposed by third partiesto open aplan A good faith estimate, Sated as asingle dollar
amount or range, of any feesthat may be imposed by persons other than the creditor to open the
plan, aswdl as a statement that the consumer may receive, upon request, agood fath itemization
of suchfees. Inlieu of the statement, the itemization of such fees may be provided.

100 A baloon payment results if paying the minimum periodic payments does not fully amortize the
outstanding balance by a specified date or time, and the consumer must repay the entire outstanding
balance a such time.
1% For fixed-rate plans, arecent annual percentage rate is arate that has been in effect under the
plan within the twelve months preceding the date the disclosures are provided to the consumer. For
variable-rate plans, arecent annual percentage rate is the most recent rate provided in the historical
example described in 209 CMR 32.05B(4)(I)11. or arate that has been in effect under the plan
since the date of the most recent rate in the table.
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() Negative amortization A statement that negative amortization may occur and that negative
amortization incresses the principa baance and reduces the consumer's equity in the dwelling.
() Transaction requirements. Any limitations on the number of extensons of credit and the
amount of credit that may be obtained during any time period, as well as any minimum outstanding
bal ance and minimum draw requirements, stated as dollar amounts or percentages.
(k) Taximplications. A statement that the consumer should consult atax advisor regarding the
deductibility of interest and charges under the plan.
() Disdosuresfor varidble-rate plans. For aplan in which the annud percentage rate is variable,
the following disclosures, as gpplicable:
1. The fact that the annua percentage rate, payment, or term may change due to the
variable-rate feature.
2. A datement that the annual percentage rate does not include costs other than interest.
3. Theindex used in making rate adjustments and a source of informetion about the index.
4. An explanation of how the annua percentage rate will be determined, including an
explanaion of how theindex is adjusted, such as by the addition of a margin.
5. A gatement that the consumer should ask about the current index value, margin, discount
or premium, and annua percentage rate.
6. A datement that theinitid annud percentage rate is not based on the index and margin used
to make later rate adjustments, and the period of time such initid rate will be in effect.
7. Thefrequency of changesin the annud percentage rate.
8. Any rulesrdating to changesin the index value and the annud percentage rate and resulting
changes in the payment amount, including, for example, an explanation of payment limitations
and rate carry over.
9. A daement of any annud or more frequent periodic limitations on changes in the annud
percentage rate (or a statement that no annud limitation exists), as well as a Satement of the
maximum annual percentage rate that may be imposed under each payment option.
10. The minimum periodic payment required when the maximum annual percentage rate for
each payment option is in effect for a $10,000 outstanding baance, and a statement of the
earliest date or time the maximum rate may be imposed.
11. Anhigoricad example, based on a $10,000 extenson of credit, illustrating how annua
percentage rates and payments would have been affected by index vaue changes implemented
according to the terms of the plan. The historica example shal be based on the most recent
15 years of index values (sdlected for the same time period each year) and shal reflect all
sgnificant plan terms, such as negative amortization, rate carry over, rate discounts, and rate
and payment limitations, that would have been affected by the index movement during the
period.
12. A statement that rate information will be provided on or with each periodic statement.

(5) Brochure. The home equity brochure published by the Board or a suitable subdtitute shdl be
provided.

(6) Limitations on home equity plans. No creditor may, by contract or otherwise:
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(& Changetheannua percentage rate unless:

1. such changeis based on an index that is not under the creditor's control; and

2. suchindex isavallableto the generd public.
(b) Terminate a plan and demand repayment of the entire outstanding ba ance in advance of the
origina term (except for reverse mortgage transactions that are subject to 209 CMR 32.04 (6)(d))
unless:

1. thereisfraud or materia misrepresentation by the consumer in connection with the plan;
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2. the consumer fails to meet the repayment terms of the agreement for any outstanding

balance; or

3. any action or inaction by the consumer adversdly affects the creditor's security for the plan,
or any right of the creditor in such security.

4. federd or date law dedling with credit extended by a depository inditution to its executive
officers specificaly requiresthat credit shal become due and payable on demand, provided
that the creditor includes such aprovisoninitsinitid agreement.

() Change any term, except that a creditor may:

1. Provideintheinitid agreement that it may prohibit additiond extensons of credit or reduce

the credit limit during any period in which the maximum annua percentage rate isreached. A

creditor dso may provide in the initid agreement that specified changes will occur if a specified

event takes place (for example, that the annua percentage rate will increase a specified amount
if the consumer leaves the creditor's employment).

2. Changetheindex and margin usad under the plan if the origindl index isnot longer available,

the new index has an historical movement substantidly smilar to thet of the origina index, and

the new index and margin would have resulted in an annud percentage rate subgtantidly smilar
to therate in effect a the time the origina index became unavailable.

3. Make aspecified change if the consumer specifically agreesto it in writing at thet time.

4. Make achange that will unequivocally benefit the consumer throughout the remainder of

the plan.

5. Make an inggnificant change to terms.

6. Prohibit additiond extensons of credit or reduce the credit limit gpplicable to an agreement

during any period in which:

a. thevaue of the dweling that secures the plan dedines Sgnificantly below the dwelling's
gppraised vaue for purposes of the plan;
b. the creditor reasonably believesthat the consumer will be unable to fulfill the repayment
obligations under the plan because of a materid change in the consumer's financia
circumstances.
c. theconsumer isin default of any materia obligation under the agreement;
d. thecreditor is precluded by government action from imposing the annua percentage
rate provided for in the agreemernt;
e. thepriority of the creditor's security interest is adversdy affected by government action
to the extent that the vaue of the security interest is less than 120% of the credit line; or
f. the creditor is notified by its regulatory agency that continued advances condtitute an
unsafe and unsound practice.

(d) for reverse mortgage transactions that are subject to 209 CMR 32.33, terminate aplan and

demand repayment of the entire outstanding balance in advance of the origina term except

1. incaseof default;

2. if the consumer trandferstitle to the property securing the note;

3. if the consumer ceases using the property securing the note as the primary dwelling; or

4. upon the consumer's degth.

(7) Refund of fees A creditor shdl refund dl fees pad by the consumer to anyone in connection with
an gpplication if any term required to be disclosed under 209 CMR 32.05B(4) changes (other than a
change due to fluctuationsin the index in avariable-rate plan) before the plan is opened and, as aresult,
the consumer eects not to open the plan.

(8 Impostion of nonrefundable fees. Neither a creditor nor any other person may impose a
nonrefundable fee in connection with an application until three business days after the consumer
recaives the disclosures and brochure required under 209 CMR 32.05B.™

32.06: Initid Disclosure Statement

The creditor shdl disclose to the consumer, in terminology consstent with that to be used on the
periodic satement, each of the following items, to the extent applicable:

(1) FEnanceCharge. The circumstances under which a finance charge will be imposed and an
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explanation of how it will be determined, asfollows

10° If the disclosures and brochure are mailed to the consumer, the consumer is considered to have
received them three business days after they are mailed.
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(& A gatement of when finance charges begin to accrue, including an explanation of whether or

not any time period exigts within which any credit extended may be repaid without incurring a
finance charge. If such atime period is provided, a creditor may, at its option and without

disclosure, impose no finance charge when payment is received after the time period's expiration.

(b) A disclosure of each periodic rate that may be used to compute the finance charge, the range
of balances to which it is gpplicable,™ and the corresponding annual percentage rate.> When
different periodic rates apply to different types of transactions, the types of transactionsto which
the periodic rates apply shall aso be disclosed.

() Anexplandion of the method used to determine the ba ance on which the finance charge may
be computed.

(d) An explanaion of how the amount of any finance charge will be determined,™ induding a
description of how any finance charge other than the periodic rate will be determined.

(2) Other Charges. The amount of any charge other than a finance charge that may be imposed as
part of the plan, or an explanation of how the charge will be determined.

(3) Security Interests. The fact that the creditor has or will acquire a security interest in the property
purchased under the plan, or in other property identified by item or type.

(4) Statement of Billing Rights A statement that outlines the consumer's rights and the creditor's
respongbilities under 209 CMR 32.12(3) and 32.13 and that is substantialy smilar to the statement
found in appendix G.

(5) Home Equity Plan Information The following disclosures described in 209 CMR 32.05B(4) as
gpplicable:
(& A statement of the conditions under which the creditor may take certain action, as described
in 209 CMR 32.05B(4)(d)1., such as terminating the plan or changing the terms.
(b) The payment information described in 209 CMR 32.05B(4)(e)1. and 2. for both the draw
period and any repayment period.
() A datement that negative amortization may occur as described in 209 CMR 32.05B(4)(i).
(d) A statement of any transaction requirements as described in 209 CMR 32.05B(4)()).
(e) A statement regarding the tax implications as described in 209 CMR 32.05B(4)(K).
(f) A statement that the annua percentage rate imposed under the plan does not include costs
other than interest as described in 209 CMR 32.05B(4)(f) and 209 CMR 32.05B(4)(1)2.
(9 Thevaiadle-rate disclosures described in 209 CMR 32.05B(4)(1)8., 10., 11. and 12. aswell
as the disclosure described in 209 CMR 32.05B(4)(€)3., unless the disclosures provided with the
goplication were in a form the consumer could keep and included a representative payment
example for the category of payment option chosen by the consumer.

YA creditor is not required to adjust the range of balances disclosure to reflect the balance below which
only aminimum charge applies.

2f a creditor is offering a variable rate plan, the creditor shall dso disclose: (1) the circumstances
under which the rate(s) may increase; (2) any limitations on the increase; and (3) the effect(s) of an
increase.

2| no finance charge is imposed when the outstanding balance is less than a certain amount, no
disclosureisrequired of that fact or of the balance below which no finance charge will be imposed.
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32.06A: Computation of Finance Charge

(1) Definitionof "Credit Card Sale." For purposes of 209 CMR 32.06A, a"credit card sdle' means
aretail sale of goods or services made in reliance on a credit card, but it does not include:
(8 A sadepad for with acheck, draft or smilar written instrument that is accepted in rdiance on
acheck guarantee card.
(b) A sdlemadein reliance on an access device, asdefined in M.G.L. c. 167B, if the sderesults
in an extenson of credit under an overdraft credit plan or under a plan to maintain a pecified
minimum balance in a depost account.
(2) Exdusonof New Credit Card Sdles.
(& The baance on which the finance charge is computed under an opertend credit plan
established pursuant to M.G.L. ¢. 255D shdl not include any new baance resulting from a credit
cad sde firg pogted to the account during the hilling cycle for which the finance charge is
computed.
(b) The baance on which the finance charge is computed under any other openrend credit plan
shdl not include any baance resulting from a credit card sde firgt posted to the account during the
cycle for which the finance charge is computed if:
1. Therewas no baance outstanding under the open-end credit plan at the beginning of the
cyde;
2. Any badance outstanding under the opentend credit plan at the beginning of the cycle was
solely attributable to a finance charge assessed with respect to the preceding cycle; or
3. Thesum of dl payments recelved by the creditor during the cycle and dl credits to the
open-end plan gpplicable to any baance outstanding at the beginning of the cycleis equd to
or exceeds the ba ance outstanding under the plan at the beginning of the cycle.

(3) Fnance Charge Computation Methods. Subject to 209 CMR 32.06A(2), the finance charge
under an opertend credit plan may be computed on any of the following:
(8 The previous baance of the account, after deducting al payments on the account received by
the creditor during the cycle and al credits to the account that apply to a sde reflected in the
previous balance.
(b) Theaverage daily baance determined by adding the daily account balances for each day in the
billing cycle and dividing the total by the number of daysin the billing cycle.
(c) Thedaily account balances.

32.07: Peiodic Statement

The creditor shal furnish the consumer with a periodic statement that discloses the following items,
to the extent gpplicable:

(1) Previous Bdance. The account balance outstanding at the beginning of the billing cycle.

(2) Identification of Transactions. An identification of each credit transaction in accordance with 209
CMR 32.08.

(3) Credits. Any credit to the account during the billing cycle, including the amount and the date of
crediting. The date need not be provided if adday in crediting does not result in any finance or other
charge.

(4) Peiodic Rates. Each periodic rate that may be used to compute the finance charge, the range of
balances to which it is applicable,™* and the corresponding annual percentage rate.™®  If different
periodic rates apply to different types of transactions, the types of transactions to which the periodic
rates gpply shdl aso be disclosed.

14 See footnotes 11 and 13.
2 |f avariable rate plan isinvolved, the creditor shall disclose the fact thet the periodic rate(s) may vary.
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32.07: continued

(5) Badance on Which Finance Charge Computed. The amount of the balance to which a periodic
rate was applied and an explanation of how that baance was determined. When a baance is
determined without first deducting al credits and payments made during the billing cycle, that fact and
the amount of the credits and payments shall be disclosed.

(6) Amount of Finance Charge. The amount of any finance charge debited or added to the account
during the billing cycdle, usng the term "finance charge” The components of the finance charge shdl be
individualy itemized and identified to show the amount(s) due to the gpplication of any periodic rates
and the amount(s) of any other type of finance charge. If there is more than one periodic rate, the
amount of the finance charge attributable to each rate need not be separately itemized and identified.

(7) Annud Percentage Rate. When afinance charge is imposed during the billing cycdle, the annua
percentage rate(s) determined under 209 CMR 32.14, using the term "annua percentege rate.”

(8) Other Charges. The amounts, itemized and identified by type, of any charges other than finance
charges debited to the account during the billing cycle.

(90 Cosng Dae of Billing Cycde; New Bdance. The closing date of the billing cyde and the account
bal ance outstanding on that date.

(10) Free-ride Period. The date by which or the time period within which the new balance or any
portion of the new baance must be paid to avoid additiona finance charges. If such atime period is
provided, acreditor may, a its option and without disclosure, impose no finance charge when payment
isrecelved after the time period's expiration.

(11) Addressfor Notice of Billing Errors.  The address to be used for notice of billing errors.
Alternatively, the address may be provided on the billing rights statement permitted by 209 CMR
32.09(2)(b).

32.08: Identification of Transactions

The creditor shdl identify credit transactions on or with the first periodic statement that reflects the
transaction by furnishing the following information, as applicable.’®

(1) Sde Credit. For each credit transaction involving the sale of property or services, the following
rules shal gpply:
(& Copy of Credit Document Provided. When an actud copy of the receipt or other credit
document is provided with the first periodic statement reflecting the transaction, the transaction is
aufficiently identified if the amount of the transaction and either the date of the transaction or the
date of debiting the transaction to the consumer's account are disclosed on the copy or on the
periodic statement.

1®Failure to disclose the information required by 209 CMR 32.08 shal not be deemed a failure to
comply with 209 CMR 32.00 if: (1) the creditor maintains procedures reasonably adapted to obtain
and provide the information; and (2) the creditor treats an inquiry for clarification or documentation as
anatice of abilling error, induding correcting the account in accordance with 209 CMR 32.13(5). This
gppliesto transactions that take place outside a sate, as defined in 209 CMR 32.02(1), whether or not
the creditor maintains procedures reasonably adapted to obtain the required information.
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32.08: continued

(b) Copy of credit document not provided - creditor and seller same or related person(s). When
the creditor and the seller are the same person or related persons, and an actud copy of the receipt
or other credit document is not provided with the periodic statement, the creditor shal disclosethe
amount and date of the transaction, and a brief identification’” of the property or services
purchased.™®

() Copy of credit document not provided - creditor and seller not same or related person(s).
When the creditor and seller are not the same person or related persons, and an actua copy of the
receipt or other credit document is not provided with the periodic statement, the creditor shal
disclose the amount and date of the transaction; the sdler's name; and the city, and state or foreign
country where the transaction took place.*®

(2) Nonsde Credit. A nonsde credit transaction is sufficiently identified if the first periodic Satement
reflecting the transaction discloses a brief identification of the transactiont®® the amount of the
transaction; and at least one of the following dates. the date of the transaction, the date of debiting the
transaction to the consumer's account, or, if the consumer sgned the credit document, the date
appearing on the document. If an actua copy of the receipt or other credit document is provided and
that copy shows the amount and at least one of the specified dates, the brief identification may be
omitted.

32.09: Subseguent Disclosure Requirements

(1) Furnishing Statement of Billing Rights.
(A) Annud Statement. The creditor shdl mail or ddliver the billing rights statement required by
209 CMR 32.06(4) at least once per calendar year, at intervals of not less than six months nor
more than 18 months, ether to al consumers or to each consumer entitled to receive a periodic
statement under 209 CMR 32.05(2)(b) for any one hilling cycle.
(b) Alternative Summary Statement. As an dternative to 209 CMR 32.09(1)(a), the creditor may
mail or deliver, on or with each periodic satement, a statement substantidly similar to that in

appendix G.

(2) Disclosuresfor Supplementa Credit Devices and Additiona Features.

(8 If a creditor, within 30 days after mailing or ddivering the initid disclosures under 209
CMR 32.06(1), adds a credit feature to the consumer's account or mails or delivers to the
consumer a credit device for which the finance charge terms are the same as those previoudy
disclosed, no additional disclosures are necessary. After 30 days, if the creditor adds a credit
feature or furnishes a credit device (other than as arenewa, resupply, or the origina issuance of
acredit card) on the same finance charge terms, the creditor shdl disclose, before the consumer
uses the feature or device for the first time, that it is for use in obtaining credit under the terms
previoudy disclosed.

As an dterndtive to the brief identification, the creditor may disclose a number or symbol that also
gppears on the receipt or other credit document given to the consumer, if the number or symbol
reasonably identifies that transaction with that creditor, and if the creditor treats an inquiry for
clarification or documentation as a notice of a hilling error, including correcting the account in
accordance with 209 CMR 32.13(5).

An identification of property or services may be replaced by the sdler's name and location of the
transaction when: (1) the creditor and the sdller are the same person; (2) the creditor's open-end plan
has fewer than 15,000 accounts, (3) the creditor provides the consumer with point-of-sale
documentation for that transaction; and (4) the creditor treats an inquiry for clarification or
documentation as a notice of abilling error, including correcting the account in accordance with 209
CMR 32.13(5).

*The creditor may omit the address or provide any suitable designation that helps the consumer to
identify the transaction when the transaction (1) took place a alocation that is not fixed; (2) took place
in the consumer's home; or (3) wasamail or telephone order.

See footnote 17.
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32.09: continued

©)

(4)

Q)

(b) Whenever acredit feature is added or a credit device is mailed or ddivered, and the finance
charge terms for the feature or device differ from disclosures previoudy given, the disclosures
required by 209 CMR 32.06(a) that are applicable to the added feature or device shdl be given
before the consumer uses the feature or device for the first time.

Change in Terms.
(& Written natice required. Whenever any term required to be disclosed under 209 CMR 32.06
is changed or the required minimum periodic payment isincreased, the creditor shal mail or ddliver
written notice of the change to each consumer who may be affected. The notice shal be mailed or
delivered at least 15 days prior to the effective date of the change. The 15-day timing requirement
does not apply if the change has been agreed to by the consumer, or if a periodic rate or other
finance chargeis increased because of the consumer's delinquency or default; the notice shal be
given, however, before the effective date of the change.
(b) Notice not required. No notice under 209 CMR 32.09(3) is required when the change
involves late-payment charges, charges for documentary evidence, or over-the-limit charges, a
reduction of any component of afinance or other charge; suspengion of future credit privileges or
termination of an account or plan; or when the change results from an agreement involving a court
proceeding, or from the consumer's default or delinquency (other than an increase in the periodic
rate or other finance charge).
() Ndticefor home equity plans. If acreditor prohibits additiona extensions of credit or reduces
the credit limit gpplicable to a home equity plan pursuant to 209 CMR 32.05B(6)(c)1. or
209 CMR 32.05B(6)(c)6., the creditor shal mail or ddliver written notice of the action to each
consumer who will be affected. The notice must be provided not later than three business days
after the action is taken and shdl contain specific reasons for the action. If the creditor requiresthe
consumer to request reingtatement of credit privileges, the notice dso shdl date that fact.

Finance Charge Imposed at Time of Transaction
(& Any person, other than the card issuer, who impaoses a finance charge at the time of honoring
aconsumer's credit card, shal disclose the amount of that finance charge prior to itsimposition.
(b) The card issuer, if other than the person honoring the consumer's credit card, shdl have no
respongbility for the disclosure required by 209 CMR 32.09(4)(a), and shdl not congder any such
charge for purposes of 209 CMR 32.06 and 32.07.

Disclosures Upon Renewa of Credit or Charge Card.
(& Noticeprior to renewal. Except as provided in 209 CMR 32.09(5)(b), a card issuer that
imposes any annual or other periodic fee to renew a credit or charge card account of the type
subject to 209 CMR 32.05A, including any fee based on account activity or inactivity, shal mail
or deliver written notice of the renewa to the cardholder. The notice shal be provided at least 30
days or one hilling cycle, whichever is less, before the mailing or the ddivery of the periodic
gatement on which the renewd feeisinitidly charged to the account. The notice shdl contain the
fallowing information:
1. Thedisclosures contained in 209 CMR 32.05A(2)(a) through (g) that would apply if the
account were renewed;*® and
2. How and when the cardholder may terminate credit availability under the account to avoid
paying the renewd fee.
(b) Deayed natice. The disclosures required by 209 CMR 32.09(5)(a), but no later than the
mailing or the delivery of the periodic satement on which the renewd feeisinitidly charged to the
account, if the card issuer aso discloses at that time that:
1. The cardholder has 30 days from the time the periodic statement is mailed or delivered to
avoid paying the fee or to have the fee recredited if the cardholder terminates credit availability
under the account; and
2. The cardholder may use the card during the interim period without having to pay the fee.

202 These disclosures need not be provided in tabular format or in a prominent location.
32.09: continued
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32.09: continued

(6)

() Natification on periodic datements. The disclosures required by 209 CMR 32.09(5)(c) may
be made on or with a periodic statement. If any of the disclosures are provided on the back of a
periodic statement, the card issuer shdl include a reference to those disclosures on the front of the
satement.

Changein Credit Card Account Insurance Provider.

(& Notice prior to change. If acredit card issuer plansto change the provider of insurance for
repayment of al or part of the outstanding baance of an open-end credit card account of the type
subject to 209 CMR 32.05A, the card issuer shdl mail or deliver the cardholder written notice of
the change not less than 30 days before the change in providers occurs. The notice shdl dso
include the following items, to the extent gpplicable:

1. Any increasein the rate that will result from the change;

2. Any subgtantia decrease in coverage that will result from the change; and

3. A daement that the cardholder may discontinue the insurance.
(b) Notice when change in provider occurs. If achange described in 209 CMR 32.09(6)(a)1.
occurs, the card issuer shdl provide the cardholder with awritten notice no later than 30 days after
the change, including the following items, to the extent gpplicable:

1. The name and address of the new insurance provider;

2. A copy of the new policy or group certificate containing the basic terms of the insurance,

including the rate to be charged; and

3. A statement that the cardholder may discontinue the insurance.
(c) Subdantid decrease in coverage. For purposes of 209 CMR 32.09(6)(c), a substantial
decrease in coverage is a decrease in a Sgnificant term of coverage that might reasonably be
expected to affect the cardholder's decison to continue the insurance. Significant terms of coverage
include, for example, the following:

1. Typeof coverage provided;

2. Age a which coverage terminates or becomes more restrictive;

3. Maximum insurable loan balance, maximum periodic benefit payment, maximum number

of payments, or other term affecting the dollar amount of coverage or benefits provided;

4. Hligibility requirements and number and identity of persons covered;

5. Definition of akey term of coverage such as disahility;

6. Excdudonsfrom or limitations on coverage; and

7. Waiting periods and whether coverage is retroactive.
(d) Combined natification The notices required by 209 CMR 32.09(6)(a) and (b) may be
combined provided the timing requirement of 209 CMR 32.09(6)(a) is met. The notices may be
provided on or with a periodic statement.

32.10: Prompt Crediting of Payments

D

Generd Rule. A creditor shdl credit a payment to the consumer's account as of the date of

receipt, except when a ddlay in crediting does not result in a finance or other charge or except as
provided in 209 CMR 32.10(2).

2

Specific Requirements for Payments. If a creditor specifies, on or with the periodic statement,

requirements for the consumer to follow in making payments, but accepts a payment that does not
conform to the requirements, the creditor shal credit the payment within 5 days of receipt.

©)

Adjusment of Account. If acreditor failsto credit a payment, asrequired by 209 CMR 32.10(1)

or (2), in time to avoid the imposition of finance or other charges, the creditor shdl adjust the
consumer's account so that the charges imposed are credited to the consumer's account during the next

billing cyde.
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32.11: Treatment of Credit Baances

When a credit balance equa to or in excess of one dollar is created on a credit account (through
transmitta of fundsto a creditor in excess of the totd baance due on an account, through rebates of
unearned finance charges or insurance premiums, or through amounts otherwise owed to or held for
the benefit of a consumer), the creditor shall --

(1) Credit the amount of the credit baance to the consumer's account;

(2) Refund any part of the remaining credit balance within saven business days from receipt of awritten
request from the consumer; and

(3) Make agood faith effort to refund to the consumer by cash, check, or money order, or credit to
adepost account of the consumer, any part of the credit balance remaining in the account for more than
gx months, within 30 days after the expiration of the sx-month period, if no charge has been made
againg such credit balance and arefund has not been requested and the amount of such credit balance
isthen $1 or more. No further action isrequired if the consumer's current location is not known to the
creditor and cannot be traced through the consumer's last known address or telephone number.

(4) Disclose in the periodic statement for the billing cycle at the end of which a credit baance first
occurs and is due and owing to the consumer, the amount of such credit balance, and, unless the credit
balance s previoudy reduced to less than $1 by refunds or other charges to the account, disclose, in
at least two additiond periodic statements for hilling cycles within the sx-month period following the
closing of the billing cyde in which the credit balance firgt occurs and is due and owing to the consumer,
any credit balance of $1 or more at the end of such cycles.

(e) Disclose clearly and conspicuoudy in the periodic statement or in a tatement accompanying the
periodic statement for ether the billing cycle in which the credit balance first occurs and is due and
owing the consumer or the next succeeding hilling cycle the following information to the extent
gpplicable:
(8 Theamount of the credit at the end of the applicable billing cycle;
(b) That such credit balance represents money owed to the consumer;
(c) That the consumer hasthe right to make charges againgt such credit baance or to obtain a cash
refund of such baance upon request; and
(d) That the creditor will refund, within 30 days after the expiration of the aforesaid Sx-month
period, the amount then remaining in such credit balance, if no charge has been made againgt such
credit balance, and arefund has not been requested and the amount of such credit balanceisthen
$1 or more. If the creditor discloses the credit balance more than once, the additiona disclosures
ghdl dso bemadein at least one other periodic Satement or in a statement accompanying another
periodic statement for a billing cycle within the aforesaid six-month period.

32.12: Specid Credit Card Provisons

(1) Issuance of Credit Cards. Regardless of the purpose for which a credit card is to be used,
including business, commercid, or agricultural use, no credit card shdl beissued to any person except:
(& Inresponseto an ora or written request or gpplication for the card; or
(b) Asarenewa of, or substitute for, an accepted credit card.**

?YFor purposes of 209 CMR 32.12, "accepted credit card" means any credit card that a cardhol der
has requested or gpplied for and received, or has signed, used, or authorized another person to use to
obtain credit. Any credit card issued as arenewa or subgtitute in accordance with this paragraph
becomes an accepted credit card when received by the cardhol der.
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32.12: continued

(2) Liability of Cardholder for Unauthorized Use.
(@ Limitationonamount. The liability of acardholder for unauthorized use” of a credit card shall
not exceed the lesser of $50 or the amount of money, property, labor, or services obtained by the
unauthorized use before natification to the card issuer under 209 CMR 32.12(2)(c).
(b) Conditions of lighility. A cardholder shal be liable for unauthorized use of a credit card only
if:

1. Thecredit card is an accepted credit card;

2. The card issuer has provided adequate notice® of the cardholder's maximum potentia

liability and of means by which the card issuer may be notified of loss or theft of the card. The

notice shdl dtate that the cardholder's ligbility shal not exceed $50 (or any lesser amount) and

that the cardholder may give ord or written notification, and shal describe a means of

notification (for example, atelephone number, an address, or both); and

3. The card issuer has provided a means to identify the cardholder on the account o the

authorized user of the card.
(©) Natificationto Card Issuer. Notification to a card issuer is given when steps have been taken
as may be reasonably required in the ordinary course of business to provide the card issuer with
the pertinent information about the loss, theft, or possble unauthorized use of a credit card,
regardless of whether any particular officer, employee, or agent of the card issuer does, in fact,
recave theinformation. Notification may be given, at the option of the person giving it, in person,
by telephone, or in writing. Noatification in writing is considered given a the time of receipt or,
whether or not received, a the expiration of the time ordinarily required for transmisson, whichever
isealier.
(d) Effect of Other Applicable Law or Agreement. If other gpplicable Massachusetts law or an
agreement between a cardholder and the card issuer imposes lesser liability than that provided in
209 CMR 32.12(2)(a), the lesser ligbility shdl govern.
(e) BusnessUse of Credit Cards. If ten or more credit cards are issued by one card issuer for
use by the employees of an organization, this section does not prohibit the card issuer and the
organization from agreeing to liability for unauthorized use without regard to this section. However,
ligbility for unauthorized use may be imposad on an employee of the organizetion, by ether the card
issuer or the organization, only in accordance with 209 CMR 32.12.

(3) Right of Cardholder to Assert Claims or Defenses Againgt Card I ssuer.®
(& Generd rule. When aperson who honors a credit card fails to resolve satisfactorily a dispute
as to property or services purchased with the credit card in a consumer credit transaction, the
cardholder may assert againgt the card issuer dl claims (other than tort

2*Unauthorized use' means the use of a credit card by a person, other than the cardholder, who does
not have actud, implied, or goparent authority for such use, and from which the cardholder receives no
benefit.

23 A dequate notice" means a printed notice to a cardholder that sets forth clearly the pertinent facts so
that the cardholder may reasonably be expected to have noticed it and understood its meaning. The
notice may be given by any means reasonably assuring receipt by the cardholder.

4209 CMR 32.12(3) does not apply to the use of a check guarantee card or adebit card in connection
with an overdraft credit plan, or to a check guarantee card used in connection with cash advance
checks.
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32.12: continued

(4)

clams) and defenses arising out of the transaction and relating to the failure to resolve the dispute.
The cardholder may withhold payment up to the amount of credit outstanding for the property or
sarvices that gave rise to the dispute and any finance or other charges imposed on that amount.?
(b) Adverse Credit Reports Prohibited.  If, in accordance with 209 CMR 32.12(c)(1), the
cardholder withholds payment of the amount of credit outstanding for the disputed transaction, the
card issuer shdl not report that amount as ddinquent until the dispute is settled or judgment is
rendered.
(c) Limitations. Therights stated in 209 CMR 32.12(c)(1) and (2) apply only if:
1. The cardholder has made a good faith attempt to resolve the dispute with the person
honoring the credit card; and
2. Theamount of credit extended to obtain the property or services that result in the assertion
of the claim or defense by the cardholder exceeds $50, and the disputed transaction occurred
in the same state as the cardholder's current designated address or, if not within the same State,
within 100 miles from that address.®

Offsets by Card Issuer Prohibited.
(& A cad issuer may not take any action, either before or after termination of credit card
privileges, to offset a cardholder's indebtedness arisng from a consumer credit transaction under
the rlevant credit card plan againgt funds of the cardholder held on deposit with the card issuer.
(b) 209 CMR 32.12(4)(b) does not dter or affect the right of a card issuer acting under
Massachusetts or federd law to do any of the following with regard to funds of a cardholder held
on deposit with the card issuer if the same procedure is condtitutionally available to creditors
generdly: obtain or enforce a consensud security interest in the funds, atach or otherwise levy
upon the funds; or obtain or enforce a court order relating to the funds.
() 209 CMR 32.12(4)(c) does not prohibit aplan, if authorized in a separately signed agreement
by the cardholder under which the card issuer may periodicaly deduct dl or pat of the
cardholder's credit card debt from a deposit account held with the card issuer (subject to the
limitationsin 209 CMR 32.13(4)(a)); provided, however, that such action shall not be taken with
respect to adisputed item if the cardholder so requests. This agreement shdl contain the following
statement gppearing conspicuoudy on the face thereof:

YOU DO NOT HAVE TO SIGN THISAGREEMENT
IN ORDER TO OBTAIN A CREDIT CARD.

#The amount of the claim or defense that the cardholder may assert shal not exceed the amount of

credit outstanding for the disputed transaction at the time the cardholder firgt notifies the card issuer or

the person honoring the credit card of the existence of the clam or defense. To determine the amount

of credit outstanding for purposes of this section, payments and other credits shdl be gpplied to: (1)

late chargesin the order of entry to the account; then to (2) finance chargesin the order of entry to the

account; and then to (3) any other debitsin the order of entry to the account. If more than oneitemis
included in asingle extension of credit, credits are to be distributed pro rata according to prices and
applicable taxes.

% The limitations stated in 209 CMR 32.12(3)(c)2. shdll not apply when the person honoring the
credit card: (1) isthe same person as the card issuer; (2) is controlled by the card issuer directly or
indirectly; (3) isunder the direct or indirect control of athird person that o directly or indirectly
controls the card issuer; (4) controls the card issuer directly or indirectly; (5) isafranchised dealer
in the card issuer’ s products or services, or (6) has obtained the order for the disputed transaction
through amail solicitation made or participated in by the card issuer. The limitations stated in 209
CMR 32.12(3)(c) shdl aso not gpply if the provisons of M.G.L. ch. 255, §12F apply to the
transaction.
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32.12: continued

(5) Prompt Natification of Returns and Crediting of Refunds.
(& When aaeditor other than the card issuer accepts the return of property or forgives a debt for
servicesthat isto be reflected as a credit to the consumer's credit card account, that creditor shal,
within seven business days from accepting the return or forgiving the debt, tranamit a credit
statement to the card issuer through the card issuer's norma channels for credit statements.
(b) The card issuer shdl, within three business days from receipt of a credit satement, credit the
consumer's account with the amount of the refund.
(c) If acreditor other than a card issuer routingly gives cash refunds to consumers paying in cash,
the creditor shal dso give credit or cash refunds to consumers using credit cards, unlessit discloses
a the time the transaction is consummeated that credit or cash refunds for returns are not given.
209 CMR 32.12 does not require refunds for returns nor doesit prohibit refundsin kind.

(6) Discounts; Tie-in Arrangements. No card issuer may, by contract or otherwise:

(& Prohibit any person who honors a credit card from offering a discount to a consumer to induce
the consumer to pay by cash, check, or smilar means rather than by use of a credit card or its
underlying account for the purchase of property or services, or

(b) Require any person who honors the card issuer's credit card to open or maintain any account
or obtain any other sarvice not essentid to the operation of the credit card plan from the card issuer
or any other person, as a condition of participation in a credit card plan. If maintenance of an
account for clearing purposes is determined to be essentid to the operation of the credit card plan,
it may be required only if no service charges or minimum baance requirements are imposed.

(7) Reation to Electronic Branches and Electronic Fund Transfers Act and 209 CMR 31.00.
(8 For guidance on whether thisregulation or 209 CMR 31.00 gppliesin indancesinvolving both
credit and eectronic fund transfer aspects, refer to 209 CMR 31.06 regarding issuance.
(b) A consumer'sliability for an unauthorized dectronic fund transfer shdl be determined solely in
accordance with M.G.L. c. 167B if the ectronic fund transfer:
1. Wasinitiated by use of an access device that is also a credit card, or
2. Involves an extenson of credit under an agreement between a consumer and a financia
indtitution to extend the credit when the consumer's account is overdrawn or to maintain a
specified minimum baance in the consumer's account.
(c) A consumer'slighility for unauthorized use of a credit card that is aso an access device but that
does not involve an dectronic fund transfer shal be determined solely in accordance with the Act
and thisregulation.
(d) On matters other than issuance and liability, this section applies to the credit aspects of
combined credit/éectronic fund transfer transactions, as applicable.

32.13: Billing Error Resolution?’

(1) Ddinitionof Billing Error. For purposes of 209 CMR 32.00, the term "hilling error" means.
(& A reflection on or with a periodic satement of an extension of credit that is not made to the
consumer or to a person who has actud, implied, or goparent authority to use the consumer's credit
card or openend credit plan.
(b) A reflection on or with a periodic statement of an extension of credit that is not identified in
accordance with the requirements of 209 CMR 32.07(2) and 32.08.

A creditor shall not accelerate any part of the consumer's indebtedness or redtrict or close a
consumer's account solely because the consumer has exercised in good faith rights provided by
209 CMR 32.13. A creditor may be subject to the forfeiture penaty under 209 CMR 32.13(10) for
failure to comply with the requirements of 209 CMR 32.13.
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32.13: continued

(c) A reflection on or with a periodic statement of an extenson of credit for property or services
not accepted by the consumer or the consumer's designee, or not ddlivered to the consumer or the
consumer's designee as agreed.

(d) A reflection on a periodic statement of the creditor's failure to credit properly a payment or
other credit issued to the consumer's account.

(e) A reflection on a periodic Satement of a computationd or Smilar error of an accounting nature
that is made by the creditor.

(f) A reflection on a periodic Statement of an extenson of credit for which the consumer requests
additiond darification, including documentary evidence.

(9 The creditor's faillure to mail or deliver a periodic statement to the consumer's last known
address if that address was received by the creditor, in writing, at least 20 days before the end of
the billing cycle for which the satement was required.

(2) Billing Error Notice.”® A hilling error notice is awritten notice® from a consumer that:
(&) Isreceived by a creditor at the address disclosed under 209 CMR 32.07(11) no later than
60 days after the creditor tranamitted the first periodic statement that reflects the aleged billing
eror;
(b) Endblesthe creditor to identify the consumer's name and account number; and
() To the extent possible, indicates the consumer's belief and the reasons for the belief that a
billing error exigts, and the type, date, and amount of the error.

(3) Timefor Resolution; Genera Procedures.
(@ The creditor shdl mail or ddiver written acknowledgment to the consumer within 30 days of
receiving a hilling error notice, unless the creditor has complied with the gppropriate resolution
procedures of 209 CMR 32.13(5) and (6), as applicable, within the 30-day period; and
(b) The creditor shal comply with the appropriate resolution procedures of 209 CMR 32.13(5)
and (6), as applicable, within two complete billing cycles (but in no event later than 90 days) after
receiving a billing error notice.

(4) RulesPending Resolution. Until abilling error is resolved under 209 CMR 32.13(5) or (6), the
following rules goply:
(@ Consaumer's Right to Withhold Digputed Amount; Collection Action prohibited. The consumer
need not pay (and the creditor may not try to collect) any portion of any required payment that the
consumer believesis rdated to the digputed amount (including related finance or other charges).*
If the cardholder maintains a deposit account with the card issuer and has agreed to pay the credit
card indebtedness by periodic deductions from the cardholder's deposit account, the card issuer
shdl not deduct any part of the disouted amount or reaed finance or other chargesif ahbilling error
notice is received any time up to three business days before the scheduled payment date.
(b) Adverse Credit Reports Prohibited. The creditor or its agent shdl not (directly or indirectly)
make or threaten to make an adverse report to any person about the consumer's credit standing,
or report that an amount or account is delinquent, because the consumer failed to pay the disputed
amount or related finance or other charges.

%The creditor need not comply with the requirements of 209 CMR 32.13(3) through (7) if the
consumer concludes that no billing error occurred and voluntarily withdraws the billing error notice.
#The creditor may require that the written notice not be made on the payment medium or other materid
accompanying the periodic statement if the creditor so stipulatesin the hilling rights satement required
by 209 CMR 32.06(4) and 32.09(1).

%A creditor is not prohibited from taking action to collect any undisputed portion of the item or bill;
from deducting any disputed amount and related finance or other charges from the consumer's credit
limit on the account; or from reflecting a disputed amount and related finance or other charges on a
periodic Statement, provided thet the creditor indicates on or with the periodic statement that payment
of any disputed amount and related finance or other charges is not required pending the creditor's
compliance with 209 CMR 32.13.
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(5) Proceduresif Billing Error Occurred as Asserted. If a creditor determines that a billing error
occurred as asserted, it shal within the time limitsin 209 CMR 32.13(3)(b):
(& Caorrect the billing error and credit the consumer's account with any disputed amount and
related finance or other charges, as gpplicable; and
(b) Mail or ddiver acorrection notice to the consumer.

(6) Proceduresif Different Billing Error or no Billing Error Occurred. |, after conducting areasonable
investigation® a creditor determines that no hilling error occurred or that a different billing error
occurred from that asserted, the creditor shall within the time limitsin 209 CMR 32.13(3)(b):
(& Malil or deliver to the consumer an explanation that sets forth the reasons for the creditor's
belief that the billing error dleged by the consumer isincorrect in whole or in part;
(b) Furnish copies of documentary evidence of the consumer's indebtedness, if the consumer so
requests, and
(o) If adifferent billing error occurred, correct the billing error and credit the consumer's account
with any disputed amount and related finance or other charges, as applicable.

(7) Creditor's Rights and Duties After Resolution.  If a creditor, after complying with dl of the
requirements of 209 CMR 32.13, determines that a consumer owes dl or part of the disputed amount
and related finance or other charges, the creditor:
(@ Shdl promptly natify the consumer in writing of the time when payment is due and the portion
of the disputed amount and related finance or other charges that the consumer il owes,
(b) Shdl adlow any time period disclosed under 209 CMR 32.06(1)(a) and 32.07(10), during
which the consumer can pay the amount due under 209 CMR 32.13(7)(a) without incurring
additiona finance or other charges;
(c) May report an account or amount as delinquent because the amount due under 209 CMR
32.13(7)(a) remains unpaid after the creditor has allowed any time period disclosed under 209
CMR 32.06(1)(a) and 32.07(10) or ten days (whichever is longer) during which the consumer can
pay the amount; but
(d) May not report that an amount or account is delinquent because the amount due under 209
CMR 32.13(7)(a) remains unpaid, if the creditor receives (within the time alowed for payment in
209 CMR 32.13(7)(c)) further written notice from the consumer that any portion of the billing error
isdll in dispute, unless the creditor dso:
1. Promptly reports that the amount or account isin dispute;
2. Mallsor deliversto the consumer (at the same time the report is made) a written notice of
the name and address of each person to whom the creditor makes a report; and
3. Promptly reports any subsequent resolution of the reported delinquency to al personsto
whom the creditor has made a report.

(8) Reassartionof BillingError. A creditor that has fully complied with the requirements of 209 CMR
32.13 has no further responghilities under 209 CMR 32.13 (other than as provided in 209 CMR
32.13(7)(d)) if a consumer reasserts substantiadly the same billing error.

#1f a consumer submits a billing error notice aleging ether the non-delivery of property or services
under 209 CMR 32.13(1)(c) or that information gppearing on a periodic statement isincorrect because
a person honoring the consumer's credit card has made an incorrect report to the card issuer, the
creditor shall not deny the assertion unless it conducts a reasonable investigation and determines that
the property or services were actualy delivered, mailed, or sent as agreed or that the information was
correct.
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(9) Reaion to Electronic Branches and Electronic Fund Transfers Act and 209 CMR 31.00. If an
extension of credit isincident to an dectronic fund transfer, under an agreement between a consumer
and afinancia indtitution to extend credit when the consumer's account is overdrawn or to maintain a
specified minimum balance in the consumer's account the creditor shal comply with the requirements
of M.G.L. c. 167B and 209 CMR 31.17 governing error resolution rather than those of 209 CMR
32.13(2), (2), (3), (5), (6), and (8).

(10) Forfeiture Pendlty.

(& Any creditor who failsto comply with the requirements of 209 CMR 32.13 forfeits any right
to collect from the consumer the amount indicated by the consumer to be abilling error, whether
or not such amount isin fact in error, and any finance charges, late payment charges, or other
charges imposed thereon, provided that the amount so forfeited under this section shal not exceed
$50 for each item or transaction on a periodic statement indicated by the consumer to be a billing
error. In no case shdl acreditor forfeit any amount for an error in atotd figure or subtota figure
reflected on a satement which is caused soldly by an error in another item which is the subject of
adispute, nor shal a creditor suffer any forfeit more than once for any item or transaction which
may appear on a periodic statement.

(b) Nothinginthis209 CMR 32.09 shdl be construed to limit a consumer's right to recover under
M.G.L. c. 140D, § 32.

32.14: Determination of Annud Percentage Rate

(1) Gengd Rue Theannud percentage rate is ameasure of the cost of credit, expressed asayearly
rate. An annua percentage rate shall be consdered accurate if it is not more than 1/8 of one
percentage point above or below the annua percentage rate determined in accordance with 209 CMR
32,143

(2) Annud Percentage Rate for Sections 209 CMR 32.05A and 209 CMR 32.05B Disclosures, for
Initid Disclosures and for Advertising Purposes. Where one or more periodic rates may be used to
compuite the finance charge, the annua percentage rate(s) to be disclosed for purposes of 209 CMR
32.05A, 32.05B, 32.06 and 32.16 shdl be computed by multiplying each periodic rate by the number
of periodsin ayesr.

(3) Annud Percentage Rate for Periodic Statements. The annual percentage rate(s) to be disclosed
for purposes of 209 CMR 32.07(4) shdl be computed by multiplying each periodic rate by the number
of periodsin ayear and, for purposes of 209 CMR 32.07(7), shall be determined as follows:
(& If the finance charge is determined soldly by applying one or more periodic rates, a the
creditor's option, ether:
1. By multiplying each periodic rate by the number of periodsin ayear; or
2. By dividing thetotd finance charge for the billing cyde by the sum of the balancesto which
the periodic rates were gpplied and multiplying the quotient (expressed as a percentage) by the
number of billing cydesin ayear.

#2An error in disclosure of the annual percentage rate or finance charge shal nat, in itsdf, be considered
aviolaion of thisregulation if: (1) the error resulted from a corresponding error in a cdculation tool
used in good faith by the creditor; and (2) upon discovery of the error, the creditior promptly
discontinues use of that caculaion tool for disclosure purposes, and notifies the Commissoner in writing
of the error in the calculation tool.
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(b) If the finance charge impased during the hilling cyde is or indudes a minimum, fixed, or other
charge not due to the gpplication of aperiodic rate, other than a charge with respect to any specific
transaction during the billing cydle, by dividing the tota finance charge for the billing cycle by the
amount of the balance(s) to which it is gpplicable® and multiplying the quotient (expressed as a
percentage) by the number of billing cydesin ayear.®

(c) If the finance charge imposed during the billing cycle is or includes a charge relating to a
specific transaction during the billing cycle (even if the tota finance charge dso indudes any other
minimum, fixed, or other charge not due to the application of a periodic rate), by dividing the tota
finance charge impaosed during the billing cycle by the totdl of dl balances and other amounts on
which afinance charge was imposed during the billing cyde without duplication, and multiplying the
quotient (expressed as a percentage) by the number of billing cydes in a year,* except that the
annud percentage rate shal not be less than the largest rate determined by multiplying each periodic
rate imposed during the billing cydle by the number of periodsin ayear.®

(d) If the finance charge impased during the hilling cydeis or incdludes a minimum, fixed, or other
charge not due to the gpplication of aperiodic rate and the totd finance charge imposed during the
billing cycle does not exceed 50¢ for amonthly or longer billing cycle, or the pro rata part of 50¢
for a hilling cyde shorter than monthly, a the creditor's option, by multiplying each applicable
periodic rate by the number of periods in a year, notwithstanding the provisons of 209 CMR
32.14(3)(b) and (c).

(4) Caculations Where Daly Periodic Rate Applied. If the provisions of 209 CMR 32.14(3)(a)2.
or (b) apply and dl or aportion of the finance charge is determined by the gpplication of one or more
daily periodic rates, the annua percentage rate may be determined either:

(& By dividing the tota finance charge by the average of the daily baances and multiplying the
quotient by the number of billing cyclesin ayear; or

(b) By dividing thetotd finance charge by the sum of the dally baances and multiplying the quotient
by 365.

32.15: Right of Rescisson

(1) Consumer's Right to Rescind.

(@ 1. Exceptasprovidedin 209 CMR 32.15(1)(a)2., in acredit plan in which a security interest
is or will be retained or acquired in a consumer's principa dwelling, each consumer whose
ownership interest is or will be subject to the security interest shdl have the right to rescind:
eech credit extension made under the plan; the plan when the plan is opened; a security interest
when added or increased to secure an exigting plan; and the increase when a credit limit on the
planisincreased.

2. Asprovidedin M.G.L. c. 140D, § 10(e), consumer does not have the right to rescind each
credit extenson made under the plan if such extenson is made in accordance with aprevioudy
established credit limit for the plan.

(b) Toexercisetheright to rescind, the consumer shdl notify the creditor of the rescisson by mail,

telegram, or other means of written communication. Notice is consdered given when mailed, or

when filed for telegraphic transmission, or, if sent by other means, when delivered to the creditor's
designated place of business.

#)f there is no balance to which the finance charge is applicable, an annua percentage rate cannot be
determined under 209 CMR 32.14.

#\Where the finance charge imposed during the billing cydeis or includes aloan fee, points, or similar
charge that rdaes to the opening of the account, the amount of such charge shdl not be included in the
cdculation of the annua percentage reate.

¥See Appendix F regarding determination of the denominator of the fraction under this paragraph.
%5ee footnote 33.
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(©) The consumer may exercise the right to rescind until midnight of the third business day
following the occurrence described in 209 CMR 32.15(1)(a) that gave rise to the right of
rescission, ddivery of the notice required by 209 CMR 32.15(2), or ddivery of dl materia
disclosures,®* whichever occurs last. If the required notice and materid disclosures are not
delivered, the right to rescind shall expire four years after the occurrence giving rise to the right of
rescisson, or upon transfer of al of the consumer's interest in the property, or upon sale of the
property, whichever occursfirgt. In the case of certain administrative proceedings, the rescisson
period shall be extended in accordance with M.G.L. c. 140D, § 10(f).

(d) When more than one consumer has the right to rescind, the exercise of the right by one
consumer shall be effective asto dl consumers.

(2) Noticeof Right to Restind. In any transaction or occurrence subject to rescisson, a creditor shall
deliver two copies of the notice of the right to rescind to each consumer entitled to rescind. The notice
shdl identify the transaction or occurrence and clearly and conspicuoudy disclose the following:

(@ Theretention or acquigtion of a security interest in the consumer's principa dwelling.

(b) The consumer'sright to rescind, as described in 209 CMR 32.15(1)(a).

(c) How to exercisetheright to rescind, with aform for that purpose, designating the address of

the creditor's place of business.

(d) Theeffects of rescisson, as described in 209 CMR 32.15(4).

(e) The date the rescission period expires.

(3) Dday of Creditor's Performance. Unless aconsumer waives the right to rescind under 209 CMR
32.15(5), no money shall be disbursed other than in escrow, no services shall be performed, and no
materids delivered until after the rescisson period has expired and the creditor is reasonably satisfied
that the consumer has not rescinded. A creditor does not violate 209 CMR 32.15 if athird party with
no knowledge of the event activating the rescisson right does not dday in providing meterids or
services, as long as the debt incurred for those materials or services is not secured by the property
subject to rescission.

(4) Effectsof Rescisson.
(& When a consumer rescinds a transaction, the security interest giving rise to the right of
rescisson becomes void, and the consumer shal not be ligble for any amount, induding any finance
charge.
(b) Within 20 calendar days after receipt of a notice of rescisson, the creditor shdl return any
money or property that has been given to anyone in connection with the transaction and shall take
any action necessary to reflect the termination of the security interest.
(c) If the creditor has ddivered any money or property, the consumer may retain possession until
the creditor has met its obligation under 209 CMR 32.15(4)(b). When the creditor has complied
with 209 CMR 32.15(4)(b), the consumer shall tender the money or property to the creditor or,
where the latter would be impracticable or inequitable, tender its reasonable value. At the
consumer's option, tender of property may be made a the location of the property or a the
consumer's residence.  Tender of money must be made at the creditor's designated place of
business. If the creditor does not take possession of the money or property within 20 calendar
days after the consumer's tender, the consumer may keep it without further obligation.
(d) The procedures outlined in 209 CMR 32.15(4)(b) and (c) may be modified by court order.

%The term "materid disclosures’ means the information thet must be provided to satisfy the
requirements in 209 CMR 32.06 with regard to the method of determining the finance charge and the
ba ance upon which a finance charge will be impaosed, the annud percentage rate, and the amount or
method of determining the amount of any membership or participation fee that may be imposed as part
of the plan.
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(5) Consumer's Waiver of Right to Rescind. The consumer may modify or waive the right to rescind
if the consumer determines that the extension of credit is needed to meet a bonafide persond financid
emergency. To modify or waive the right, the consumer shdll give the creditor adated written Satement
that describes the emergency, that specificaly modifies or waives the right to rescind, and that bears
the sgnatures of the consumers entitled to rescind. Printed forms for this purpose are prohibited.

(6) Exempt Transactions. The right to rescind does not gpply to the following:
(& A resdentia mortgage transaction.
(b) A credit plan in which an agency of the Commonwealth or any subdivision is a creditor.

32.16: Advertisng

(1) Actudly Avallable Terms. If an advertisement for credit states pecific credit terms, it shall State
only those terms that actualy are or will be arranged or offered by the creditor.

(2) Advertisement of Terms that Require Additiondl Disclosures. I any of the terms required to be
disclosed under 209 CMR 32.06 is set forth in an advertisement, the advertisement shdl dso clearly
and conspicuoudy st forth the following:
(& Any minimum, fixed, transaction, activity or smilar charge that could be imposad.
(b) Any periodic rate that may be applied expressed as an annud percentage rate as determined
under 209 CMR 32.14(2). If the plan provides for a variable periodic rate, that fact shal be
disclosed.
(©) Any membership or participation fee that could be imposed.

(3) Cadogs and Multiple-page Advertisements.
(8 If acataog or other multiple-page advertissment gives information in a table or schedule in
sufficient detail to permit determination of the disclosures required by 209 CMR 32.16(2), it shdll
be consdered a single advertisement if:
1. Thetable or scheduleis clearly and conspicuoudy st forth; and
2. Any datement of termssat forth in 209 CMR 32.06 gppearing anywhere dsein the catdog
or advertisement clearly refersto that page on which the table or schedule begins.
(b) A catdog or multiple-page advertisement complies with this paragraph if the table or schedule
of termsincludes al appropriate disclosures for a representative scale of amounts up to the leve
of the more commonly sold higher-priced property or services offered.

(4) Additiond Requirements for Home Equity Plans.
(8 Advertisement of termsthat require additiona disclosures. If any of the terms required to be
disclosed under 209 CMR 32.06(1) or (2) or the payment terms of the plan are set forth,
affirmatively or negatively, in an advertisement for a home equity plan subject to the requirements
of 209 CMR 32.05B, the advertisement aso shdll dearly and conspicuoudy set forth the following:
1. Any loanfeethat is a percentage of the credit limit under the plan and an estimate of any
other feesimpaosed for opening the plan, sated as asingle dollar amount or areasonable range.
2. Any periodic rate used to compute the finance charge, expressed as an annud percentage
rate as determined under 209 CMR 32.14(2).
3. The maximum annua percentage rate that may be imposed in avariable rate plan.
(b) Discounted and premium rates. If an advertisement dates an initid annud percentage rate thet
is not based on the index and margin used to make later rate adjustments in a varidble-rate plan,
the advertissment adso shdl dtate the period of time such rate will be in effect, and, with equa
prominence to the initid rate, a reasonably current annua percentage rate that would have beenin
effect usng the index and margin.
(o) Bdloon payment. If an advertissment contains a statement about any minimum periodic
payment, the advertisement aso shal state, if applicable, that a balloon payment may result.’®
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(d) Taximplications. An advertisement that states that any interest expense incurred under the
home equity plan is or may be tax deductible may not be mideading in this regard.

(e) Mideading terms. An advertissment may not refer to ahome equity plan as "free money"” or
contain asmilarly mideading term.

32.17: Generd Disclosure Reguirements - CLOSED-END CREDIT

(1) Form of Disclosures.

(& The creditor shall make the disclosures required by this subpart clearly and conspicuoudy in
writing, in aform that the consumer may keep. The disclosures shdl be grouped together, shal be
segregated from everything else, and shal not contain any information not directly related®” to the
disclosures required under 209 CMR 32.18.%® The itemization of the amount financed under 209
CMR 32.18(3)(a) must be separate from the other disclosures under 209 CMR 32.18(3)(a).
(b) Theterms"finance charge" and "annud percentage rate," when required to be disclosed under
209 CMR 32.18(4) and (5) together with a corresponding amount or percentage rate, shal be
more conspicuous than any other disclosure, except the creditor's identity under 209 CMR
32.18(2).

(2) Timeof Disdosures The creditor shall make disclosures before consummietion of the transaction.

In certain resdentia mortgage transactions, specid timing requirements are set forth in 209 CMR
32.19(1). In certain variable-rate transactions, specid timing requirements for variable-rate disclosures
are st forth in 209 CMR 32.19(2) and 209 CMR 32.20(3). In certain transactions involving mail or
telephone orders or a series of sdes, the timing of disclosures may be ddlayed in accordance with 209
CMR 32.17(7) and (8).

(3) Bagis of Disclosures and Use of Edimates.

(& Thedisclosures shal reflect the terms of the legal obligation between the parties.

(b) 1. If any information necessary for an accurate disclosure is unknown to the creditor,
the creditor shal make the disclosure based on the best information reasonably available at the
time the disclosure is provided to the consumer and shdl state clearly that the disclosure isan
estimate.
2. For atransaction in which a portion of the interest is determined on a per diem basis and
collected a consummation, any disclosure affected by the per diem interest shal be consdered
accurate if the disclosure is based on information known to the creditor at the time that the
disclosure documents are prepared for consummeation of the transaction

() The creditor may disregard the effects of the following in making caculations and disclosures:
1. That payments must be collected in whole cents.
2. That dates of scheduled payments and advances may be changed because the scheduled
date is not abusiness day.
3. That months have different numbers of days.
4. The occurrence of leap year.

3$"The disclosures may include an acknowledgment of receipt, the date of the transaction, and the
consumer's name, address and account number.

#The following disclosures may be made together or separately from other required disclosures: the
creditor'sidentity under 209 CMR 32.18(1), the variable rate example under 209 CMR 32.18(6)(d),
insurance under 209 CMR 32.18(14), and certain security interest charges under 209 CMR 32.18(15).
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(d) Inmaking caculations and disclosures, the creditor may disregard any irregularity in the first
period that falswithin the limits described below and any payment schedule irregularity thet results
from the irregular first period--
1. Fortransactionsin which theteem is less than one year, afirg period not more than six days
shorter or 13 days longer than aregular period;
2. For transactionsin which thetermis @ least one year and less than ten years, afirst period
not more than 11 days shorter or 21 days longer than aregular period; and
3. For transactionsin which theterm is at least ten years, a first period shorter than or not
more than 32 days longer than aregular period.
(e) If an obligation is payable on demand, the creditor shal make the disclosures based on an
assumed maturity of oneyear. If an dternate maturity dateis Sated in the legd obligation between
the parties, the disclosures shdl be based on that date.
(f) 1. A seriesof advances under an agreement to extend credit up to a certain amount may be
considered as one transaction.
2. When amulitiple-advance |oan to finance the condruction of adwelling may be permanently
financed by the same creditor, the congtruction phase and the permanent phase may be treated
as ether one transaction or more than one transaction.

(4) Muliiple Creditors, Multiple Consumers. If atransaction involves more than one creditor, only one
st of disclosures shdl be given and the creditors shall agree among themsdalves which creditor must
comply with the requirements that 209 CMR 32.00 imposeson any or dl of them. If thereis more than
one consumer, the disclosures may be made to any consumer who is primarily liable on the obligation.

If the transaction is rescindable under 209 CMR 32.23, however, the disclosures shdl be made to
each consumer who has the right to rescind.

(5) Effect of Subsequent Events. If a disclosure becomes inaccurate because of an event that occurs
after the creditor delivers the required disclosures, the inaccuracy is not aviolation of 209 CMR 32.00,
although new disclosures may be required under 209 CMR 32.17(6), 32.19, or 32.20.

(6) Early Disclosures. If the disclosures required by 209 CMR 32.17 are given before the date of
consummation of atransaction and a subsequent event makes them inaccurate, the creditor
shall disclose before consummation™

(@ any changed term unless the term was based on an estimate in accordance with 209 CMR
32.17(3)(b) and was labeled an estimate;

(b) dl changed terms, if the annud percentage rate at the time of consummation varies from the
annua percentage rate disclosed earlier by more than 1/8 of 1% point in aregular transaction, or
more than 1/4 of 1% point in an irregular transaction, as defined in 209 CMR 32.22(1).

(7) Mail or Tdephone Orders--Delay in Disclosures. If a creditor receives a purchase order or a
request for an extension of credit by mail, telephone, or any other written or €ectronic communication
without face-to-face or direct telephone solicitation, the creditor may delay the disclosures until the due
date of thefirs payment, if the following information for representative amounts or ranges of credit is
made available in written form to the consumer or to the public before the actua purchase order or
request:
(& The cash priceor the principa loan amount.
(b) Thetotd sdeprice.
(o) Thefinance charge.
(d) Theannud percentage rate, and if the rate may increase after consummation, the following
disclosures:
1. Thecircumstances under which the rate may increase.
2. Any limitations on the increase,
3. Theeffect of anincrease.
() Theterms of repayment.

% For certain residential mortgage transactions, 209 CMR 32.19(1)(b) permits redisclosure no later
than consummation or settlement, whichever is later.
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(8) Seriesof Sdes-Deay in Disclosures. If acredit sdeis one of a series made under an agreement
providing that subsequent sales may be added to an outstanding ba ance, the creditor may delay the
required disclosures until the due date of the first payment for the current sde, if the following two
conditions are met:
(8 The consumer has gpproved in writing the annua percentage rate or rates, the range of
baances to which they apply, and the method of treating any unearned finance charge on an existing
balance.
(b) The creditor retains no security nterest in any property after the creditor has received
payments equa to the cash price and any finance charge attributable to the sde of that property.
For purposes of 209 CMR 32.17(8), in the case of items purchased on different dates, the first
purchased is deemed the first item paid for; in the case of items purchased on the same date, the
lowest priced is deemed the first item paid for.

(9) Interim Student Credit Extengons. For each transaction involving an interim credit extenson under
a student credit program, the creditor need not make the following disclosures.  the finance charge
under 209 CMR 32.18(4), the payment schedule under 209 CMR 32.18(7), the total of payments
under 209 CMR 32.18(8), or the total sale price under 209 CMR 32.18(10).

32.18: Content of Disclosures

For each transaction, the creditor shdl disclose the following information as gpplicable.
(1) Creditor. Theidentity of the creditor making the disclosures.

(2) Amount Financed. The "amount financed," using that term, and a brief description such as "the
amount of credit provided to you or on your behdf." The amount financed is calculated by--
(& Determining the principa loan amount or the cash price (subtracting any downpayment);
(b) Adding any other amounts that are financed by the creditor and are not part of the finance
charge; and
() Subtracting any prepaid finance charge.

(3) Itemization of Amount Financed.
(@) A separate written itemization of the amount financed, induding:*°
1 The amount of any proceeds distributed directly to the consumer.
2. The amount credited to the consumer’ s account with the creditor.
3. Any amounts paid to other persons by the creditor on the consumer’sbehaf. Te
creditor shall identify those persons.*
4. The prepaid finance charge.

(b) The creditor need not comply with 209 CMR 32.18(3)(a) if the creditor provides a Satement
that the consumer has the right to receive a written itemization of the amount financed, together with
a space for the consumer to indicate whether it is desired, and the consumer does not request it.

For each transaction, the creditor shdl disclose the following information as gpplicable.

(4) HEnance Charge. The "finance charge' using that term, and a brief description such as "the dollar
amount the credit will cost you."

“Good faith estimates of settlement costs provided for transactions subject to the Red Edtate
Settlement Procedures Act (12 USC 2601 et seq.) may be subgtituted for the disclosures required by
209 CMR 32.18(3).

“IThe following payees may be described using generic or other general terms and need not be further
identifiedt public officids or government agencies, credit reporting agencies, appraisers, and insurance
companies.
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(& Mortgageloans. In atransaction secured by red property or adweling, the disclosed finance
charge and other disclosures affected by the disclosed finance charge (including the amount
financed and the annua percentage rate) shal be trested as accurate if the amount disclosed asthe
finance charge:

1. isunderstated by no more than $100; or

2. isgreater than the amount required to be disclosed.
(b) Other credit. In any other transaction, the amount disclosed as the finance charge shal be
treated as accurate if, in atransaction involving an amount financed of $1,000 or less, it isnot more
than $5 above or below the amount required to be disclosed; or in a transaction involving an
amount financed of more than $1,000, it is not more than $10 above or below the amount required
to be disclosed.

(5) Annud Percentage Rate. The "annual percentage rate," using that term, and a brief description
such as "the cost of your credit as ayearly rate."*

(6) Vaidde-rate.

(@ If theannud percentage rate may increase after consummetion in a transaction not secured by
the consumer's principa dwelling or in atransaction secured by the consumer's principa dwelling
with aterm of one year or less, the following disclosures™

1. The circumstances under which the rate may increase.

2. Any limitations on the increase.

3. Theeffect of anincrease.

4. Anexample of the payment terms that would result from an increase.
(b) If the annud percentage rate may increase after consummation in a transaction secured by the
consumer's principa dwelling with aterm greeter than one year, the following disclosures:

1. Thefact that the transaction contains a varigble-rate feature.

2. A datement that variable-rate disclosures have been provided earlier.

(7) Payment Schedule. The number, amounts, and timing of payments scheduled to repay the
obligation.
(@ In ademand obligation with no dternate maturity date, the creditor may comply with
209 CMR 32.18(7)(a) by disclosing the due dates or payment periods of any scheduled interest
payments for the first year.
(b) Inatransaction in which a series of payments varies because afinance chargeis gpplied to the
unpaid principa baance, the creditor may comply with 209 CMR 32.18(7)(b) by disclosing the
fallowing information:
1. Thedollar amounts of the largest and smdlest paymentsin the series.
2. A referenceto the variations in the other paymentsin the series.

(8) Tota of Payments. The "totd of payments" using that term, and a descriptive explanation such
as "the amount you will have paid when you have made dl scheduled payments.'™

(9) Demand Feature. If the obligation has a demand fegture, that fact shdl be disclosed. When the
disclosures are based on an assumed maturity of one year as provided in 209 CMR 32.17(3)(e), that
fact shall aso be disclosed.

(10) Tota Sde Price. In a credit sde, the "totd sde price” usng that term, and a descriptive
explanation (including the amount of any downpayment) such as "the total price of your purchase on
credit, induding your downpaymentof $ " Thetota sde priceisthe sum of the cash price, the
items described in 209 CMR 32.18(2)(b), and the finance charge disclosed under 209 CMR 32.18(4).

“2For any transaction involving afinance charge, of $5 or less on an amount financed of $75 or less, or
a finance charge of $7.50 or less on an amount financed of more than $75, the creditor need not
disclose the annua percentage rate.

*Information provided in accordance with 209 CMR 32.18(6)(b) and 209 CMR 32.19(2) may be
substituted for the disclosures required by 209 CMR 32.18(6)(a).

“In any transaction involving a single payment, the creditor need not disclose the total of payments.

Effective 1/3/03
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32.18: continued

6/12/98

(11) Prepayment.
(8 When an obligation includes a finance charge computed from time to time by application of a

rate to the unpaid principd baance, a satement indicating whether or not a pendty may be
imposed if the obligation is prepaid in full.

(b) When an obligation includes a finance charge other than the finance charge described in 209
CMR 32.18(11)(a), a statement indicating whether or not the consumer is entitled to a rebate of
any finance charge if the obligation is prepad in full.

(12) Late Payment. Any dallar or percentage charge that may be imposed before maturity dueto a
late payment, other than a deferrd or extension charge.

(13) Security Interest. The fact that the creditor has or will acquire a security interest in the property
purchased as part of the transaction, or in other property identified by item or type.

(14) Insurance and Debt Cancdllation. The items required by 209 CMR 32.04(4) in order to exclude
certain insurance premiums and debt cancellation fees from the finance charge.

(15) Cetan Security Interest Charges. The disclosures required by 209 CMR 32.04(5) in order to
exclude from the finance charge certain fees prescribed by law or certain premiums for insurancein lieu
of perfecting a security interest.
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32.18: continued

(16) Contract Reference. A statement that the consumer should refer to the appropriate contract
document for information about nonpayment, default, the right to accderate the maturity of the
obligation, and prepayment rebates and pendties. At the creditor's option, the statement may aso
include a reference to the contract for further information about security interests and, in a residentia
mortgage transaction, about the creditor's policy regarding assumption of the obligation.

(17) AssumptionPolicy. In a resdentid mortgage transaction, a statement whether or not a
subsequent purchaser of the dwelling from the consumer may be permitted to assume the remaining
obligation on its origind terms.

(18) Required Deposit. If the creditor requires the consumer to maintain a deposit as a condition of
the specific transaction, a statement that the annual percentage rate does not reflect the effect of the
required deposit.*

32.19: Certan Resdential Mortgage and Variable-Rate Transactions.

(1) Resdentiad Mortgage Transactions Subject to RESPA.

(@ Timeof disclosure. In aresdentid mortgage transaction subject to the Red Edate Settlement
Procedures Act (12 USC 2601 et seq.) the creditor shdl make good faith estimates of the
disclosures required by 209 CMR 32.18 before consummation, or shdl ddiver or placethemin
the mail not later than three business days after the creditor receives the consumer's written
goplicaion, whichever isearlier.

(b) Redisclosurerequired. If the annud percentage rate a the time of consummeation varies from
the annual percentage rate disclosed earlier by more than 1/8 of 1 percentage point in a regular
transaction or more than 1/4 of 1 percentage point in an irregular transaction, as defined in 209
CMR 32.22, the creditor shdl disclose dl the changed terms no later than consummation or
Seitlement.

(2) Certain Vaigble-Rate Transactions.™ If the annua percentage rate may incresse after
consummation in a transaction secured by the consumer's principa dwelling with aterm greater than
one year, the following disclosures must be provided at the time an application form is provided or
before the consumer pays a non-refundable fee, whichever is earlier: **°
(& The booklet titled Consumer Handbook on Adjustable Rate Mortgages published by the
Board and the Federal Home Loan Bank Board, or a suitable substitute.
(b) A loan program disclosure for each variable-rate program in which the consumer expresses
an interest. The following disclosures, as applicable, shdl be provided:
1. Thefact that the interest rate, payment, or term of the loan can change.
2. Theindex or formula used in making adjustments, and a source of information about the
index or formula
3. An explanation of how the interest rate and payment will be determined, including an
explanation of how the index is adjusted, such as by the addition of a margin.
4. A daement that the consumer should ask about the current margin vaue and current
interest rate.
5. Thefact that the interest rate will be discounted, and a satement that the consumer should
ask about the amount of the interest rate discount.

“**A required deposit need not include, for example: (1) an escrow account for items such as taxes,
insurance or repairs, (2) adepost that earns not less than 5% per year; or (3) payments under aMorris
FAan.

2 |Information provided in accordance with variable-rate regulations of other federa agencies may be
substituted for the disclosures required by 209 CMR 32.19(2).

*  Distlosures may be ddivered or placed in the mail not later than three business days following
receipt of aconsumer's gpplication when the gpplication reaches the creditor by telephone, or through
an intermediary agent or broker.

Effective 1/1/03
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32.19: continued

S

The frequency of interest rate and payment changes.

Any rulesrelating to changes in the index, interest rate, payment amount, and outstanding

loan baance incdluding, for example, an explandion of interest rate or payment limitations,

negative amortization, and interest rate carry-over.

8. At theoption of the creditor, ether of the following:

a Anhigtoricd example, based on a$10,000 loan amount, illugtrating how payments
and the loan balance would have been affected by interest-rate changes
implemented according to the terms of the loan-program disclosure. The example
shdl reflect dl ggnificant loan-program terms, such as negative amortization,
interest-rate discounts, and interest-rate payment limitations, that would have been
affected by the index movement over the period.

b. The maximum interest rate and payment for a $10,000 loan originated & the initid
interest rate (index vaue plus margin, adjusted by the amount of any discount or
premium) in effect as of an identified month and year for the loan program
disclosure assuming the maximum periodic increases in rates and payments under
the program; and the initid interest rate and payment for that loan and a Satement
that the periodic payment may increase or decrease substantialy depending on
changesin therate.

~

9. An explanation of how the consumer may cdculae the payments for the loan amount to be

borrowed based on either:
a the most recent payment shown in the historical examplein 209 CMR
32.19(2)(b)8.a.; or
b. the initid interest rate used to calculate the maximum interest rate and payment in
209 CMR 32.19(2)(b)8.h.
10.  Thefact that the loan program has a demand feature.
11.  Thetypeof information that will be provided in natices of adjustments and the timing of such
notices.
12. A gatement that disclosure forms are available for the creditor’s other variable-rate loan
programs.

32.20: Subseguent Disclosure Requirements

(1) Rdinandngs. A refinancing occurs when an existing obligation that was subject to 209 CMR
32.00 issatisfied and replaced by a new obligation undertaken by the same consumer. A refinancing
isanew transaction requiring new disclosures to the consumer. The new finance charge shdl include
any unearned portion of the old finance charge that is not credited to the existing obligation. The
fallowing shdl not be treeted as arefinancing:

(@ A renewd of adngle payment obligation with no changein the origind terms.

(b) A reduction in the annua percentage rate with a corresponding change in the payment
schedule.

(c) An agreement involving a court proceeding.

(d) A change in the payment schedule or a change in collatera requirements as a result of the
consumer's default or ddinquency, unlesstherate isincreased, or the new amount financed exceeds
the unpaid baance plus earned finance charge and premiums for continuation of insurance of the
types described in 209 CMR 32.04(4).

(e) The renewd of optiond insurance purchased by the consumer and added to an exigting
transaction, if disclosures relating to theinitial purchase were provided as required by 209 CMR
32.20(2)(e).

(2) Assumptions. An assumption occurs when a creditor expressy agrees in writing with a subsequent
consumer to accept that consumer as a primary obligor on an exigting resdentia mortgage transaction.

Before the assumption occurs, the creditor shall make new disclosures to the subsegquent consumer,
based on the remaining obligation. If the finance charge origindly imposed on the exigting obligation
was an add-on or discount finance charge, the creditor need only disclose:

Effective 1/1/03

(8 Theunpaid balance of the obligation assumed.
(b) Thetotd chargesimposed by the creditor in connection with the assumption.
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(c) Theinformation required to be disclosed under 209 CMR 32.18(11), (12), (13), and (14).
(d) Theannud percentage rate originaly imposed on the obligation.

(¢ The payment schedule under 209 CMR 32.18(7) and the totd of payments under
209 CMR 32.18(8), based on the remaining obligation.

Effective 1/1/03
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32.20: continued

(3) Variable-rate adjusments.* An adjustment to the interest rate with or without a corresponding
adjusment to the payment in a variable-rate transaction subject to 209 CMR 32.19(2) is an event
requiring new disclosures to the consumer. At least once each year during which an interest rate
adjustment isimplemented without an accompanying payment change, and at least 25, but no more than
120, calendar days before a payment at anew leve is due, the following disclosures, as applicable,
must be ddlivered or placed in the mail:

(@ Thecurrent and prior interest rates.

(b) Theindex vaues upon which the current and prior interest rates are based.

() The extent to which the creditor has foregone any increase in the interest rate.

(d) The contractud effects of the adjustment, including the payment due after the adjusment is

made, and a statement of the loan balance.

(¢) The payment, if different from that referred to in 209 CMR 32.20(3)(d), that would be

required to fully amortize the loan a the new interest rate over the remainder of the loan term.,

32.21: Treatment of Credit Baances

When a credit balance of $1 or moreis crested in connection with a transaction (through transmittal
of funds to a creditor in excess of the tota balance due on an account, through rebates of unearned
finance charges or insurance premiums, or through amounts otherwise owed to or held for the benefit
of a consumer), the creditor shadl--

(1) Credit the amount of the credit balance to the consumer's account;
(2) Refund any part of the remaining credit balance, upon the written request of the consumer; and

(3) Makeagood faith effort to refund to the consumer by cash, check, or money order, or credit to
adepost account of the consumer, any part of the credit balance remaining in the account for more than
six months (within 30 days after the end of the six-month period), except that no further action is
required if the consumer's current location is not known to the creditor and cannot be traced through
the consumer's last known address or telephone number. Any creditor who does not make the good
fath effort as required by the regulation to refund the credit baance shdl pay to the consumer interest
on the balance a an annua percentage rate of 18%.

32.22: Determination of Annud Percentage Rate

(1) Accuracy of Annud Percentage Rate.

(8 Theannud percentage rate is ameasure of the cost of credit, expressed asayearly rate, that
relates the amount and timing of vaue received by the consumer to the amount and timing of
payments made. The annud percentage rate shal be determined in accordance with either the
actuarid method or the United States Rule method. Explanations, equations and instructions for
determining the annua percentage rate in accordance with the actuarid method are set forth in
appendix Jto Regulation Z, *.

(b) Asagenerd rule the annual percentage rate shal be consdered accurateif it is not more than
1/8 of one percentage point above or below the annua percentage rate determined in accordance
with 209 CMR 32.22(2)(a).

**|nformation provided in accordance with variable-rate subsequent disclosure regulations of other
federa agencies may be substituted for the disclosure required by 209 CMR 32.20(3).

*An error in disclosure of the annua percentage rate or finance charge shdl not, in itsdf, be
considered a violation of 209 CMR 32.00 if (1) the error resulted from a corresponding error in a
cdculation tool used in good faith by the creditor; and (2) upon discovery of the error, the creditor
promptly discontinues use of that caculaion tool for disclosure purposes and natifies the Commissoner,
inwriting, of the error in the cdculation tool.

Effective 1/1/03
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32.22: continued

(0 Inanirregular transaction, the anud percentage rate shdl be considered accurate if it is not
more than 1/4 of one percentage point above or below the annua percentage rate determined in
accordance with 209 CMR 32.22(1)(a).*
(d) Mortgage loans. If the annua percentage rate disclosed in a transaction secured by red
property or a dweling varies from the actua rate determined in accordance with 209 CMR
32.22(1)(a), in addition to the tolerances applicable under 209 CMR 32.22(1)(b) and (c), the
disclosed annud percentage rate shal aso be considered accurate if:
1. Therate results from the disclosed finance charge; and
2. Thedisclosed finance charge would be considered accurate under 209 CMR 32.18(4)(a)
or
3. For purposes of rescisson, if the disclosed finance charge would be considered accurate
under 209 CMR 32.23(7) or (8), whichever applies.
(e) Additiona tolerance for mortgage loans. In a transaction secured by real property or a
dwelling, in addition to the tolerances applicable under 209 CMR 32.22(1)(b) and (c), if the
disclosed finance charge is caculated incorrectly but considered accurate under 209 CMR
32.18(4)(a) or 209 CMR 32.23(7) or (8), the disclosed annual percentage rate shal be considered
accurate:
1. If thedisclosed finance charge is understated, and the disclosed annud percentage rate is
aso underdated but it is closer to the actud annual percentage rate than the rate that would be
considered accurate under 209 CMR 32.22(1)(d):
2. If the disclosed finance charge is overstated, and the disclosed annual percentage rate is
aso overgtated but it is closer to the actua annua percentage rate than the rate that would be
considered accurate under 209 CMR 32.22(1)(d).

(2) Computation Tools.

(& The Regulation Z Annua Percentage Rate Tables produced by the Board may be used to
determine the annua percentage rate, and any rate determined from those tables in accordance with
the accompanying ingructions complies with the requirements of 209 CMR 32.22. Volume | of
the tables gpplies to sSingle-advance transactions involving up to 480 monthly payments or 104
weekly payments. It may be used for regular transactions and for transactions with any of the
following irregulaities, an irregular fird period, an irregular firs payment, and an irregular find
payment. VVolume 11 of the tables applies to transactions involving multiple advances and any type
of payment or period irregularity.

(b) Creditors may use any other computation tool in determining the annud percentage rate if the
rate so determined equas the rate determined in accordance with appendix J, within the degree of
accuracy set forth in 209 CMR 32.22(1).

(3) Sngle Add-on Rate Transactions. If a Sngle add-on rate is applied to dl transactions with
maturities up to 60 months and f dl payments are equa in amount and period, a single annud
percentage rate may be disclosed for dl those transactions, so long asit isthe highest annud percentage
rate for any such transaction.

(4) Certain Transactions Involving Ranges of Bdances. For purposes of disclosng the annud
percentage rate referred to in 209 CMR  32.17(7)(d) (Mail or Telephone Orders--Delay in
Disclosures) and 32.17(8) (Series of Sales--Delay in Disclosures), if the same finance charge is
imposed on dl balances within a specified range of baances, the annud percentage rate computed for
the median baance may be disclosed for dl the balances. However, if the annud percentage rate
computed for the median balance undergtates the annua percentage rate computed for the lowest
ba ance by more than 8% of the latter rate, the annua percentage rate shal be computed on whatever
lower baance will produce an annud percentage rate that does not result in an understatement of more
than 8% of the rate determined on the lowest balance.

“*For purposes of 209 CMR 32.22(1)(c), an irregular transaction is one that includes one or more of
the following features multiple advances, irregular payment periods, or irregular payment amounts
(other than an irregular first period or an irregular firgt or find payment).

Effective 1/1/03
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32.23: Right of Rescission

(1) Consumer's Right to Rescind.

(& Inacredit transaction in which a security interest is or will be retained or acquired in a
consumer's principa dwelling, each consumer whose ownership interest is or will be subject to the
security interest shall have the right to rescind the transaction, except for transactions described in
209 CMR 32.23(6)."

(b) Toexercsetheright to rescind, the consumer shal notify the creditor of the rescission by mail,
telegram or other means of written communication. Noticeis conddered given when mailed, when
filed for telegraphic transmission or, if sent by other means, when ddivered to the creditor's
designated place of business.

(c) Theconsumer may exercise the right to rescind until midnight of the third business day following
consummation, delivery of the notice required by 209 CMR 32.23(2), or ddlivery of dl materia
disclosures®®, whichever occurs lagt. If the required notice or materia disclosures are not
delivered, the right to rescind shall expire four years after consummation, upon transfer of dl the
consumer's interest in the property, or upon sde of the property, whichever occursfirst. In the
case of certain adminidrative proceedings, the rescission period shal be extended in accordance
with M.G.L. c. 140D, 8§ 10(f).

(d) When more than one consumer in atransaction has the right to rescind, the exercise of the right
by one consumer shdl be effective asto dl consumers.

(2) (& Noticeof Right to Rescind. In atransaction subject to rescisson, a creditor shal
ddiver two copies of the notice of the right to rescind to each consumer entitled to rescind. The
notice shal be on a separate document that identifies the transaction and shdl clearly and
congpicuoudy disclose the fallowing:

1. Theretention or acquigtion of a security interest in the consumer's principa dwelling.

2. The consumer'sright to rescind the transaction.

3. How to exercise theright to rescind, with aform for that purpose, designating the address

of the creditor's place of business.

4. The effects of rescission, as described in 209 CMR 32.23(4).

5. Thedate the rescission period expires.
(b) Proper form of notice. To satisfy the disclosure requirements of 209 CMR 32.23(2)(a), the
creditor shdl provide a notice that conforms with the mode formsin Appendix H of Regulation Z,
as gppropriate, or asubstantialy smilar notice.

(3) Dday of Creditor's Performance. Unless a consumer waives the right of rescisson under 209
CMR 32.23(5), no money shd| be disbursed other than in escrow, no services shdl be performed and
no materias ddivered until the rescisson period has expired and the creditor is reesonably satisfied thet
the consumer has not rescinded.

*"For purposes of 209 CMR 32.23, the addition to an existing obligation of a security interest in a
consumer's principd dwedlling isatransaction. Theright of rescission gpplies only to the addition of the
security interest and not the existing obligation. The creditor shal ddliver the notice required by 209
CMR 32.23(2) but need not ddliver new materid disclosures. Ddivery of the required notice shall
begin the rescisson period.

“*The term "materia disclosures' means the required disclosures of the annual percentage rate, the

finance charge, the amount financed, the totd of payments, and the payment schedule, and the

disclosures and limitations referred to in 209 CMR 32.32(3) and (4).

Effective 1/1/03
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32.23: continued

(4)

()

Effects of Rescisson
(& When a consumer rescinds a transaction, the security interest giving rise to the right of
rescisson becomes void and the consumer shdl not be lidble for any amount, including any finance
charge.
(b) Within 20 calendar days after receipt of a notice of rescisson, the creditor shdl return any
money or property that has been given to anyone in connection with the transaction and shall take
any action necessary to reflect the termination of the security interest.
(c) If the creditor has deivered any money or property, the consumer may retain possession until
the creditor has met its obligation under 209 CMR 32.23(4)(b). When the creditor has complied
with 209 CMR 32.23(4)(b), the consumer shdl tender the money or property to the creditor or,
where the latter would be impracticable or inequitable, tender its reasonable value. At the
consumer's option, tender of property may be made a the location of the property or a the
consumer's resdence. Tender of money must be made at the creditor's designated place of
business. If the creditor does not take possession of the money or property within 20 calendar
days after the consumer's tender, the consumer may keep it without further obligation.
(d) The procedures outlined in 209 CMR 32.23(4)(b) and (c) may be modified by court order.

Consumer's Waiver of Right to Rescind. The consumer may modify or waive theright to rescind

if the consumer determines that the extension of credit is needed to meet a bona fide persond financid
emergency. To modify or waive theright, the consumer shdl give the creditor a dated written statement
that describes the emergency, specificdly modifies or waives the right to rescind, and bears the
sgnature of al of the consumers entitled to rescind. Printed forms for this purpose are prohibited.

(6)

Exempt Transactions. The right to rescind does not apply to the following:
(& A resdentid mortgage transaction.
(b) A refinancing or consolidation by the same creditor of an extension of credit dready secured
by the consumer's principa dwelling. If the new amount financed exceeds the unpaid principa
baance plus any earned unpaid finance charge on the exigting debt, this exemption gpplies only to
the exigting debt and its security interest.
(c) A transaction in which a state agency is a creditor.
(d) An advance, other than an initid advance, in a series of advances or in a series of
sngle-payment obligations that is treated as a Sngle transaction under 209 CMR 32.17(3)(f), if the
notice required by 209 CMR 32.23(2) and dl materiad disclosures have been given to the
consume.
(&) A renewd of optiond insurance premiums that is not consdered a refinancing under 209
CMR 32.20(1)(e).

(7) Tolerancesfor accuracy.

Effective 1/1/03

(@ One-hdf of 1 Percent Tolerance. Except as provided in 209 CMR 32.23(7)(b) and (8)(b),
the finance charge and other disclosures affected by the finance charge (such as the amount
financed and the annual percentage rate) shal be considered accurate for purposes of this section
if the disclosed finance charge:

1. isunderstated by no more than 1/2 of one percent of the face amount of the note or $100,

whichever is greater; or

2. isgreater than the amount required to be disclosed.
(b) One Percent Tolerance. In arefinancing of a resdentia mortgage transaction with a new
creditor (other than atransaction covered by 209 CMR 32.32) if thereis no new money advanced
and no consolidation of existing loans, the finance charge and other disclosures affected by the
finance charge (such as the amount financed and the annual percentage rate) shal be considered
accurate for purposes of 209 CMR 32.23(7) if the disclosed finance charge:

1. is understated by no more than one percent of the face amount of the note or $100,

whichever is greater; or

2. isgreater than the amount required to be disclosed.
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32.23: continued

(8) Specid rulesfor foreclosures.
(8 Righttoresdnd. After theinitigtion of aforeclosure on the consumer's principa dweling which
secures the credit obligation, the consumer shdl have the right to rescind the transaction if:
1. A mortgage broker fee that should have been included in the finance charge was not
included; or
2. The creditor did not provide the properly completed appropriate modd form in Appendix
H of Regulaion Z or asubstantialy smilar notice of rescission.
(b) Tolerance for disclosures. After the initiation of foreclosure on the consumer's principa
dwdlling that secures the credit obligation, the finance charge and other disclosures affected by the
finance charge (such as the amount financed and the annua percentage rate) shal be consdered
accurate for purposes of 209 CMR 32.23 if the disclosed finance chargeis:
1. Is undergtated by no more than $35, or
2. |sgreater than the amount required to be disclosed.

32.24: Advetisng

(1) Actudly Avaldble Terms. If an advertisement for credit States specific credit terms, it shall sate
only those terms that actualy are or will be arranged or offered by the creditor.

(2) Advertisement of Rate of Finance Charge. If an advertisement Sates arate of finance charge, it
ghdl gtate the rate as an "annua percentage rate,” using that term. If the annua percentage rate may
be increased after consummation, the advertisement shall Sate that fact. The advertissment shdl not
date any other rate, except that asmple annua rate or periodic rate that is gpplied to an unpaid badance
may be stated in conjunction with, but not more conspicuoudy than, the annua percentage rate.

(3) Advertisement of Terms that Require Additiona Disclosures.
(@ If any of thefollowing termsis st forth in an advertisement, the advertissment shal meset the
requirements of 209 CMR 32.24(3)(b):
1. Theamount or percentage of any downpayment.
2. The number of payments or period of repayment.
3. Theamount of any payment.
4. Theamount of any finance charge.
(b) An advertisement stating any of the termsin 209 CMR 32.24(3)(a) shdl sate the following
terms,* as gpplicable:
1. Theamount or percentage of the downpayment.
2. Thetermsof repayment.
3. The "annud percentage rate," using that term, and, if the rate may be increased after
consummation, that fact.

(4) Cadogs and Multiple-page Advertisements.
(& If acadog or other multiple-page advertisement gives information in a table or schedule in
aufficient detail to permit determination of the disclosures required by 209 CMR 32.24(3)(b), it
shdl be consdered a single advertisement if--
1. Thetable or schedulesis clearly set forth; and
2. Any gatement of the credit termsin 209 CMR 32.24(3)(a) appearing anywheredsein the
catalog or advertisement clearly refers to the page on which the table or schedule begins.
(b) A catdog or multiple-page advertisement complies with 209 CMR 32.24(3)(b) if the table or
schedule of terms includes al appropriate disclosures for arepresentative scae of amounts up to
the level of the more commonly sold higher-priced property or services offered.

**An example of one or more typical extensions of credit with a statement of &l terms gpplicable to each
may be used.

Effective 1/1/03
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32.25: Record Retention

(1) Generd Rule. A creditor shdl retain evidence of compliance with 209 CMR 32.00 (other than
advertisng requirements under 209 CMR 32.16 and 32.24) for two years after the date disclosures
are required to be made or action is required to be taken. The Commissoner may require creditors
to retain records for alonger period if necessary to carry out its enforcement responsibilities.

(2) Inspection of Records. A creditor shdl permit the Commissioner or the Commissioner's duly
authorized representative to ingpect its relevant records for compliance.

32.26: Use of Annud Percentage Rate in Oral Disclosures

(1) Open-end Credit. Inan ora responseto aconsumer's inquiry about the cost of opentend crediit,
only the annua percentage rate or rates shall be stated, except that the periodic rate or rates aso may
be sated. If the annua percentage rate cannot be determined in advance because there are finance
charges other than a periodic rate, the corresponding annua percentage rate shal be stated, and other
cost information may be given.

(2) Closed-end Credit. In an ora response to a consumer's inquiry about the cost of closed-end
credit, only the annua percentage rate shdl be stated, except that asmple annual rate or periodic rate
aso may be stated if it is gpplied to an unpaid balance. If the annua percentage rate cannot be
determined in advance, the annual percentage rate for a sample transaction shal be stated, and other
cost information for the consumer's specific transaction may be given.

32.27: Saff Interpretations

The office of the Commissioner will endeavor to maintain a current compilation of 209 CMR and
of officid Board or gaff interpretations. Compliance with any provisons of the Federd Truth in
Lending Act, the Board's Regulation Z, and the Officid Staff Commentary, which does not conflict with
M.G.L. c. 140D, 209 CMR 32.00 or an advisory ruling of the Commissioner, shal be deemed to be
in compliance with M.G.L. c. 140D.

32.28: Appendices

Appendices of Regulation Z, are incorporated herein by reference as follows:
(1) Appendix D
(2) Appendix E
(3) Appendix F
(4) Appendix G
(5) Appendix H
(6) Appendix J

Sectional references are changed to coincide with sectiond references of 209 CMR 32.00.
32.29: Compliance

Any person who complies with the provisons of M.G.L. ¢. 140C and Regulations promulgated
thereunder in effect prior to the effective date of M.G.L. c. 140D and 209 CMR 32.00 shal be
deemed to be in compliance with M.G.L. c. 140D and Regulations promulgated thereunder until
October 1, 1982.
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32.30: Limitation on Rates

A Creditor shdl include in any consumer credit contract secured by a dwelling and subject to
M.G.L. c. 140D and 209 CMR 32.00, the maximum interest rete that may be imposad during the term
of the obligation > when:

(1) inthecase of closed-end credit, the annua percentage rate may increase after consummeation, or

(2) inthe case of openend credit, the annua percentage rate may increase during the plan.

32.31: Specid Rulesfor Ceartain Home Mortgage Transactions

(1) Reation to other sections of 209 CMR 32.00. The requirements and limitations of 209 CMR
32.31 arein addition to and not in lieu of those contained in other sections of 209 CMR 32.00.

(2) Form of disdlosures. The creditor shal make the disclosures required by 209 CMR 32.31 clearly
and conspicuoudy in writing, in aform that the consumer may keep.

(3) Timing of disclosure.
(8 Disdosuresfor certain dosed-end home mortgages. The creditor shdl furnish the disclosures
required by 209 CMR 32.32 at |least three business days prior to consummeation of a mortgage
transaction covered by 209 CMR 32.32.
1. Changeinterms. After complying with 209 CMR 32.31(3) and prior to consummeation,
if the creditor changes any term that makes the disclosures inaccurate, new disclosures shdl be
provided in accordance with the requirements of 209 32.31(3)(a).
2. Teephone disclosures. A creditor may provide new disclosures by telephone if the
consumer initiates the change and if, at consummation:
I. The creditor provides new written disclosures, and
ii. Theconsumer and creditor Sgn a statement that the new disclosures were provided by
telephone at least three days prior to consummeation.
3. Consumer's waiver of waiting period before consummation The consumer may, after
receiving the disclosures required by 209 CMR 32.31(3)(a), modify or waive the three-day
waiting period between ddivery of those disclosures and consummation if the consumer
determines that the extenson of credit is needed to meet a bona fide persond financid
emergency. To modify or waive the right, the consumer shdl give the creditor a dated written
datement that describes the emergency, specificdly modifies or waives the waiting period, and
bears the signature of dl the consumers entitled to the waiting period. Printed forms for this
purpose are prohibited.
(b) Disclosuresfor reverse mortgages. The creditor shall furnish the disclosures required by 209
CMR 32.33 at least three business days prior to:
1. Consummation of closed-end credit transaction; or
2. Thefirg transaction under an open-end credit plan.

(4) Badsof disclosures and use of edtimates.

(& Legd Obligation Disclosures shdl reflect the terms of the legd obligation between the parties.
(b) Edimates. If any information necessary for accurate disclosure is unknown to the creditor, the
creditor shall make the disclosure based on the best information reasonebly avallable a the time the
disclosureis provided and shal sate clearly thet the disclosureis an estimate.

(c) Per-Dieminterest. For atransaction in which a portion of the interest is determined on a per
diem basis and collected a consummation, any disclosure affected by the per diem interest shdl be
consdered accurate if the disclosure is based on the information known to the creditor at the time
that the disclosure documents are prepared.

*Compliance with 209 CMR 32.30 will constitute compliance with the disclosure requirements on
limitations on increases of footnote 12 to 209 CMR 32.06(1)(b) and 209 CMR 32.18(6)(b) until
October 1, 1988.
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32.31: continued

(5) Multiple Creditors, Multiple Consumers. I atransaction involves more than one creditor, only one
st of disclosures shdl be given and the creditors shdl agree among themselves which creditor must
comply with the requirements that 209 CMR 32.31 imposeson any or dl of them. If thereismore than
one consumer, the disclosures may be made to any consumer who is primarily liable on the obligation.

If the transaction is rescindable under 209 CMR 32.15 or 209 CMR 32.23, however, the disclosures
shall be made to each consumer who has the right to rescind.

(6) Effect of Subsequent Events. If adisclosure becomes inaccurate because of an event that occurs
after the creditor ddiversthe required disclosures, the inaccuracy isnot aviolation of 209 CMR 32.00,
athough new disclosures may be required for mortgages covered by 209 CMR 32.32 under 209 CMR
32.31(3), 209 CMR 32.09(3), 209 CMR 32.19, or 209 CMR 32.20.

(7) Accuracy of Annud Percentage Rate. For purposes of 209 CMR 32.32, the annua percentage
rate shdl be consdered accurate, and may be used in determining whether atransaction is covered by
209 CMR 32.32, if it is accurate according to the requirements and within the tolerances set forth in
209 CMR 32.22. Thefinance charge tolerances for rescisson under 209 CMR 32.23(7) or (8) shdl

not apply for this purpose.

32.32: Reguirements for Cartain Home Mortgages

(1) Coverage.
(&) Except asprovidedin 209 CMR 32.32(1)(b), the requirements of 209 CMR 32.32 apply to

a consumer credit transaction that is secured by the consumer's principa dwelling, and in which
ether:

1. a The annud percentage rate at consummeation will exceed by more than eight
percentage points for first-lien loans, or by more than nine percentage points for
subordinate-lien loans, the yield on Treasury securities having comparable periods of
meaturity to the loan maturity as of the 15™ day of the month immediately preceding the
month in which the gpplication for the extension of credit is received by the creditor;

b. When cdculaing the annud percentege rate for adjustable rate loans, the creditor shall
use the interest rate that would be effective once the introductory rate has expired;

c. Thecommissoner may, if economic conditions require, authorize by order or directive
the use of an index other than the yield on Treasury securities for the purposes of 209
CMR 32.32(1)(a); or

2. Thetotd points and fees payable by the consumer & or before loan closing will exceed the

greater of 5% of the totd 1oan amount, or $400; the $400 figure shal be adjusted annuadly on

January 1 by the annud percentage change in the Consumer Price Index that was reported on

the preceding June 1; provided, however that no more than three bona fide loan discount

points, as defined in 209 CMR 32.32(2)(c), payable by the borrower in connection with the
loan transaction may be excluded from the calculation of the total points and fees payable by
the borrower for purposes of 209 CMR 32.32(1)(a)2.

(b) 209 CMR 32.32 does not apply to the following:
1. areverse-mortgage transaction subject to 209 CMR 32.33.
2. an unsecured open-end credit plan subject to 209 CMR 32.00.

(2) Ddinitions. For purposes of 209 CMR 32.32, the following definitions apply:
(@ For purposesof 209 CMR 32.32(1)(a)2., Points and Fees means.

1. dlitemsrequired to be disclosed under 209 CMR 32.04(1) and 32.04(2), except interest
or the time-price differentid;
2. dl compensation paid to mortgage brokers,
3. dl itemsliged in 209 CMR 32.04(3)(g) (other than amounts held for future payment of
taxes) unlessthe charge is reasonable, the creditor receives no direct or indirect compensation
in connection with the charge, and the charge is not paid to an affiliate of the creditor; and
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32.32: continued

4. Premiums or other chargesfor credit life, accident, hedlth, or loss-of-income insurance, or
debt-cancelation coverage (whether or not the debt-cancellation coverage isinsurance under
goplicable law) that provides for cancdlation of dl or part of the consumer'sliahility in the event
of the loss of live, hedlth, or income or in the case of accident, written in connection with the
credit transaction.
(b) Affiliaemeans any company that contrals, is controlled by, or is under common control with
another company. Control shal mean ownership of 10% or more of any class of outstanding capitd
stock of the company or the power to direct or cause the direction of the management and policies
of the company.
() BonaFide Loan Discount Points means loan discount points paid for the purpose of reducing,
and which in fact result in a bona fide reduction of, the interest rate or time-price differentia
goplicable to the loan, provided the amount of the interest rate reduction purchased by the discount
points is reasonably consstent with established industry norms and practices for secondary
mortgage market transactions. For purposes of 209 CMR 32.32, it shdl be presumed that a point
isabona fide loan discount point if it reduces the interest rate by a minimum of 35 basi's points or
3/8 of apoint provided dl other terms of the loan remain the same. Only three discount points shall
be considered bona fide for the purposes of 209 CMR 32.32(2)(c).
(d) High Cost Home L oan means any transaction covered under 209 CMR 32.32(1).
() Scheduled Monthly Payments means minimum sums reguired to be paid with respect to dl of
the borrower's debts that are reported on a nationaly recognized consumer credit bureau report
and the monthly mortgage payment due under the high cost home loan (ignoring any reduction
arigng from a lower introductory rate) plus 1/12 of the annualized cost of red edtate tax and
insurance premium payments during the immediatdly preceding twel ve months. Scheduled monthly
payments shal not include any debts that are consolidated with or paid off by the high cost home
loan.

(3) Disclosures In addition to other disclosures required by 209 CMR 32.00, in a mortgage subject
to 209 CMR 32.32 the creditor shall disclose the following in conspicuous type size:

(& Notices. Thefollowing statement: "Y ou are not required to complete this agreement merely

because you have received these disclosures or have sgned aloan application. If you obtain this

loan, the lender will have a mortgage on your home. 'Y ou could lose your home, and any money

you have put into it, if you do not meet your obligations under the loan.”

(b) Annua Percentage Rate The annud percentage rate cal culated in accordance with 209 CMR

32.14 or 209 CMR 32.22, as applicable.

(0 Regular Payment; Balloon Payment. The amount of the regular monthly (or other periodic)

payment and the amount of any baloon payment. The regular payment disclosed under 209 CMR

32.32(3)(c) shdl be trested as accurate if it is based on an amount borrowed that is deemed

accurate and is disclosed under 209 CMR 32.32(3)(€).

(d) Vaidble Rate. For varidble-rate transactions, a statement that the interest rate and monthly

payment may increase, and the amount of the sngle maximum monthly payment, based on the

maximum interest rate required to be disclosed under 209 CMR 32.30.

(¢) Amount Borrowed. For amortgage refinancing, the total amount the consumer will borrow,

as reflected by the face amount of the note; and where the amount borrowed includes premiums

or other charges for optiond credit insurance or debt-cancellation coverage, that fact shal be

dtated, grouped together with the disclosure of the amount borrowed. The disclosure of the amount

borrowed shall be treated as accurate if it is not more than $100 above or below the amount

required to be disclosed.

(f) Application
1. Thefollowing satement must gppear in at least 12 point type directly above the borrower's
sgnature line on the gpplication: "The loan which will be offered to you is not necessarily the
least expensive loan available to you and you are advised to shop around to determine
competitive interest rates, points, and other fees and charges™ In the event that the creditor
does not know whether the borrower's gpplication is a high cost home loan gpplication, such
disclosure must be made as soon as the creditor determines that it is a high cost home loan
gpplication, but in any event, no later than 24 hours after such determination is made.
2. Ator prior to taking an application, a creditor must also ddliver, place in the mail, fax or
dectronicdly tranamit to the borrower a gatement in subgtantidly the following form: " Although
your aggregate monthly debt payment may decrease, the high cost home loan may increase
both
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32.32: continued

a. your aggregate number of monthly debt payments and
b. the aggregate amount paid by you over the term of the high cost home loan if such are
likely the case.

The disclosure in 209 CMR 32.32(3)(f) may be combined with disclosures required under
M.G.L. c. 184, § 17D. In the event that the creditor does not know whether the borrower's
goplication is a high cost home loan gpplication, such disclosure must be made as soon as the
creditor determinesthat it is a high cost home loan application, but in any event, no later than 24
hours after such determination is made.

(90 Counsding Disclosure and List of Counsdlors.
1. A creditor must ddiver, place in the mail, fax or eectronicaly tranamit the following notice
in a least 12 point type to the borrower at the time of gpplication: "You should consider
financid counsdling prior to executing loan documents. The enclosed ligt of counsdors is
provided by the Division of Banks or the Executive Office of Elder Affairs’. In the event that
the creditor does not know whether the borrower's application is a high cost home loan
gpplication, such disclosure must be made as soon as the creditor determinesthat it isahigh
cost home loan gpplication, but in any event, & least three days prior to the closing. In the
event of atelephone goplication, the disclosures must be made immediately after receipt of the
gpplication by telephone, but in any event, at least three days prior to the closng. Such
disdlosure shdl be on a separate form. In order to utilize an eectronic tranamisson, the creditor

must first obtain either written or eectronically transmitted permission from the borrower. A

list of approved counsdors, available from the Divison of Banks or the Executive Office of

Elder Affairs, shal be provided to the borrower by the creditor or the mortgage broker at the

timethat this disclosure is given.

2. At or prior to closing, the creditor shdl either obtain evidence that the borrower has

conducted financia counsding or if the borrower has chosen not to seek financia counsding,

awaiver, sgned by the borrower, indicating that the borrower was advised of hisrightsto seek
financid counseling but has chosen not to exercise thet right.

(4) Limitations. A mortgage transaction subject to 209 CMR 32.32 shdl not include the following
terms:

(1) 1. Bdloon Payment. For aloan with aterm of less than seven years, a payment schedule
with regular periodic payments that when aggregated do not fully amortize the outstanding
principa balance.

2. Exception. Thelimitationsin 209 CMR 32.32(4)(a)1. do nat gpply to loans with maturities
of lessthan one year, if the purpose of the loanisa"bridge" loan connected with the acquisition
or congruction of a dwelling intended to become the consumer's principa dwelling.

(b) Negative Amortization. A payment schedule with regular periodic payments that cause the

principa balance to increase.

(©) Advance Payments. A payment schedule that consolidates more than two periodic payments

and pays them in advance from the proceeds.

(d) Increased Interest Rate. Anincreasein theinterest rate after defaullt.

() Rebates. A refund cdculated by amethod less favorable than the actuaria method (as defined

by section 933(d) of the Housing and Community Development Act of 1992, 15 USC 1615(d)),

for rebates of interest arigng from aloan acceleration due to defaullt.

(f) Prepayment Pendlties. Except as alowed under 209 CMR 32.32(4)(g), a pendty for paying

al or part of the principd before the date on which the principd isdue. A prepayment pendty

indudes computing arefund of unearned interest by a method that is less favorable to the consumer
than the actuarid method, as defined by section 933(d) of the Housng and Community

Development Act of 1992.

(9 Prepayment-penalty Exception. A mortgage transaction subject to 209 CMR 32.32 may

provide for a prepayment penaty otherwise permitted by law if:

1. the pendty can be exercised only for the first three years following consummation;

2. the source of the prepayment fundsis not arefinancing by the creditor or an affiliate of the
creditor; and

3. a consummation, the consumer's total monthly debts (including amounts owed under the
mortgage) do not exceed 50% of the consumer's monthly gross income, as verified by the
credit application, the obligor's financid statement, a credit report, financid information
provided to the lender by or on behaf of the obligor, or any other reasonable means.
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32.32: continued

(h) Due-on-demand Clause. A demand fegture that permits the creditor to terminate the loan in
advance of the origind maturity date and to demand repayment of the entire outstanding balance,
except in the following circumstances:
1. Thereisfraud or materiad misrepresentation by the consumer in connection with the loan
that is not induced by the creditor, its employees, or agents,
2. The consumer fails to meet the repayment terms of the agreement for any outstanding
balance and after the consumer has been contacted in writing and afforded a reasonable
opportunity to meet the outstanding baance as outlined within the repayment terms of the
agreement; or
3. Thereisany bona fide action or inaction by the consumer that adversdy and materidly
affects the creditor's security for the loan, or any right of the creditor in such security as
provided in the loan agreement.

32.33: Reguirements for Reverse Mortgages

(1) Ddinitions. For purposes of 209 CMR 32.33, reverse mortgage transaction means a nonrecourse
consumer credit obligation in which:
(& A mortgage, deed of trust, or equivalent consensua Security interest securing one or more
advancesis created in the consumer's principa dweling; and
(b) Any principd, interest, or shared gppreciation or equity is due and payable (other than in the
case of default) only after:
1. The consumer dies,
2. Thedwdling istransferred; or
3. The consumer ceases to occupy the dwelling as aprincipa dwelling.

(2) Content of Disclosures. In addition to other disclosures required by 209 CMR 32.31 through 209
CMR 32.31, in areverse mortgage transaction the creditor shall provide the following disclosuresin
aform subgantidly smilar to the modd form found in paragraph (d) of Appendix K of Regulation Z:
(& Notice. A gtatement that the consumer is not obligated to complete the reverse mortgage
transaction merely because the consumer has received the disclosures required by 209 CMR 32.33
or has gned an gpplication for a reverse mortgage loan.
(b) Tota-annua-loan-codt-rates. A good-faith projection of the tota cost of the credit,
determined in accordance with 209 CMR 32.33(3) and expressed as atable of "total-annua-loan-
cost rates’, using that term, in accordance with Appendix K of Regulation Z.
(c) Itemization of Pertinent Information An itemization of loan terms, charges, the age of the
youngest borrower and the appraised property value.
(d) Explangion of Table. An explandtion of the table of total annual loan cost rates as provided
in the modd form found in paragraph (d) of Appendix K of this part.

(3) Projected Total Cost of Credit. The projected total cost of credit shdl reflect the following
factors, as applicable;
(& Cogsto Consumer. All costs and chargesto the consumer, including the cosgts of any annuity
the consumer purchases as part of the reverse mortgage transaction.
(b) Paymentsto Consumer. All advancesto and for the benefit of the consumer, induding annuity
payments that the consumer will receive from an annuity that the consumer purchases as part of the
reverse mortgage transaction.
() Additiona Creditor Compensation Any shared gppreciation or equity in the dwdling thet the
creditor isentitled by contract to receive.
(d) Limitations on Consumer Ligbility. Any limitation on the consumer's liability (such as
nonrecourse limits and equity conservetion agreements).
(6) Assumed Annud Appreciation Rates. Each of the following assumed annua gppreciaion rates
for the dweling:
a 0%.
b. 4%.
c. 8%.
(f) Assumed Loan Period. Each of the following assumed |oan periods, as provided in Appendix
L of Regulation Z.
1. Twoyears
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32.33: continued

2. the actuarid life expectancy of the consumer to become obligated on the reverse mortgege
transaction (as of that consumer's most recent birthday). In the case of multiple consumers, the
period shdl be the actuarid life expectancy of the youngest consumer (as of that consumer's
most recent birthday).

3. Theactuarid life expectancy specified by 209 CMR 32.33(3)(f)2., multiplied by afactor
of 1.4 and rounded to the nearest full year.

4. At the creditor's option, the actuarid life expectancy specified by 209 CMR 32.33(3)()2.,
multiplied by afactor of .5 and rounded to the nearest full yesar.

32.34: Prohibited Acts and Practices in Connection with Credit Secured by a Consumer's Dwdling

(1) Prohibited Acts and Practices for Loans Subject to 209 CMR 32.32. A creditor extending
mortgage credit subject to 209 CMR 32.32 shall not:
(& Home-improvement Contracts. Pay a contractor under a home-improvement contract from
the proceeds of a mortgage covered by 209 CMR 32.32, other than:
1. by aninsrument payable to the consumer or jointly to the consumer and the contractor; or
2. @ the dection of the consumer, through a third-party escrow agent in accordance with
terms established in a written agreement sgned by the consumer, the creditor, and the
contractor prior to the disbursement.
(b) Noticeto Assgnee. Sdl or otherwise assgn amortgage subject to 209 CMR 32.32 without
furnishing the following statement to the purchaser or assignee: "Notice: This is amortgage subject
to specia rules under the Massachusetts Truth in Lending Act. Purchasers or assignees of this
mortgage could be lidble for al daims and defenses with respect to the mortgage that the borrower
could assert against the creditor.”
(0 Rdinancingswithin Two-year Period.  Within two years of having extended credit subject to
209 CMR 32.32, refinance any loan subject to 209 CMR 32.32 to the same borrower into another
loan subject to 209 CMR 32.32, unless the refinancing is in the borrower's interest.  The
"borrower'sinterest” standard shall be narrowly construed, and the burden is upon the creditor to
determine and to demondtrate that the refinancing isin the borrower'sinterest. An assgnee holding
or sarvicing an extenson of mortgage credit subject to 209 CMR 32.32, shdl not, for the
remainder of the two-year period following the date of origination of the credit, refinance any loan
subject to 209 CMR 32.32 to the same borrower into another loan subject to 209 CMR 32.32,
unless the refinancing is in the borrower's interest. A creditor (or assignee) is prohibited from
engaging in acts or practices to evade this provison, including arranging for the refinancing of its
own loans by affiliated or unaffiliated creditors, or modifying aloan agreement (whether or not the
exiging loan is satisfied and replaced by the new loan) and charging afee.
(d) Repayment Ability. Make ahigh cost home loan unless the creditor reasonably believes & the
time the loan is consummeated that the obligor or the obligors (when consdered collectively in the
case of multiple obligors) will be adle to make the scheduled payments to repay the obligation
based upon a congderation of their current and expected income, current obligations, employment
datus, and other financia resources (other than the borrower's equiity in the dwelling which secures
repayment of theloan). An obligor shal be presumed to be able to make the scheduled payments
to repay the obligation, if, at the time the loan is consummeated, or & the time of the firg rate
adjusment in the case of a lower introductory interest rate, the obligor's scheduled monthly
payments do not exceed 50% of the obligor's monthly gross income as verified by the credit
goplication, the obligor's financia statement, a credit report, financia information provided to the
lender by or on behdf of the obligor, or any other reasonable means. The requirement of 209
CMR 32.34(1)(d) shal apply only to obligors whose income, as reported on the loan gpplication
which the lender rlied upon in making the credit decison, is no greater than 120% of the median
family income for the Metropolitan Statisticd Area(MSA) (as defined by the Director of the U.S.
Office of Management and Budget), in which the property to be secured is located. For loans
secured by properties that are not located within an MSA, the requirement shall apply only to
obligors whose incomes do not exceed 120% of the non-metropolitan median family income for
Massachusetts. For purposes of 209 CMR 32.34(1)(d), the median family income shal be derived
from the most recent estimates made available by the U.S. Department of Housing and Urban
Devedopment, a the time the gpplication is received. For purposes of determining median income,
only the income of the borrower(s) shall be considered.
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32.34: continued

(2) Unfar High Cost Home Loan Practices. It isan unfair act or practice for a creditor to engage in
any of the following for any transaction subject to 209 CMR 32.32:

(& Financing of Points, Fees or Charges. Requiring a borrower to directly or indirectly finance
any portion of the points and/or fees nor, in any case, directly or indirectly finance points and fees
payable to the creditor or charges payable to third parties (other than appraisal fees, credit report
fees, mortgage recording tax, fire and miscdlaneous property insurance, voluntary credit, disability,
unemployment and/or life insurance, title report and title insurance charges), in an amount that
exceeds 5% of the principa amount of a closed end high cost home loan, or of the maximum line
of credit amount for open end high cost home loans, for loans other than refinancings.  For
refinandings, a creditor may not finance such points, fees or chargesin an amount that exceeds 5%
of the additiona proceeds received by the borrower in connection with the refinancing other than
gppraisa fees, credit report fees, mortgage recording tax, fire and miscellaneous property
insurance, voluntary credit, disability, unemployment and/or life insurance, title report and title
insurance charges. In making a high cost home loan, a creditor may not finance voluntary
unemployment insurance unless the underwriting for the loan is predicated on the borrower's W-2
or 1099 income statement. In making a high cost home loan, with regard to obligors subject to the
provisions set forth in 209 CMR 32.34(1)(d), a creditor may not finance fire and miscellaneous
property insurance and/or voluntary credit, disability, unemployment and/or life insurance in addition
to the 5% limit s&t forth in 209 CMR 32.34(2)(a) unless the obligor's scheduled monthly payments
do not exceed 50% of the obligor's monthly grossincome as verified by the credit application, the
obligor'sfinanciad statement, a credit report, financid informeation provided to the creditor by or on
behdf of the obligor, or any other reasonable means. In making a high cost home loan, a creditor
may not directly or indirectly finance any prepayment fees or pendties payable by the borrower in
arefinancing transaction if the lender or an Affiliate of the creditor isthe originator of the loan being
refinanced. For purposes of 209 CMR 32.34(2)(a), "additional proceeds’ for a closed end loan
is the amount over and above the current principa baance of the existing high cost home loan. For
an open end loan, "additiona proceeds’ is the amount by which the line of credit on the new loan
exceeds current principa baance of the existing high cost home loan;
(b) Packing high cost home loans thet is, the practice of sdling credit life, accident and hedlth,
disability or unemployment insurance products or unrelated goods or services in conjunction with
ahigh cost home loan without the informed consent of the borrower under circumstances where:

1. the creditor solicits the sale of such insurance, goods or services,

2. the creditor receives direct or indirect compensation for the sale of such insurance, goods

or services, and

3. thechargesfor such insurance, goods or services are prepaid with the proceeds of the loan

and financed as part of the principa amount of the [oan.

Provided, however, it shdl not congtitute the practice of "packing” if the creditor, at least
three business days before the loan is closed, makes a separate oral and a separate clear and
conspicuous written disclosure in at least 12 point type to the borrower containing the following
informatiory  the cost of the credit insurance or other goods and services, the fact that the
insurance, goods, or services will be prepaid and financed at the interest rate provided for in
the loan; and that the purchase of such insurance, goods or servicesis not required to obtain
the mortgage loan;

provided further, that insurance premiums shall not be consdered financed as part of the
loan transaction if insurance premiums are calculated, earned and paid on amonthly or other
regular, periodic basis. In addition, the written disclosure shdl contain a sgned and dated
acknowledgment by the obligor(s) that the ord disclosure was made and a Sgned and dated
acknowledgment by the creditor that the ord disclosure was made. In addition to the
disclosures required under 209 CMR 32.34(2)(b), a creditor shdl comply with the
requirements of 209 CMR 52.02(1) and (3) as well as 209 CMR 52.03 for credit life
insurance or credit accident and hedlth insurance.

(¢) Recommending or Encouraging Default or further default by a borrower on an exigting loan
or other delat, prior to the closing of ahigh cost home loan thet refinances al or any portion of such
exiging loan or debt.
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(d) Advetisng. Advertisng that refinancing pre-existing debt with a high cost home loan will
reduce a borrower's aggregate monthly debt payment without dso discloang, if such arelikely the
case, that the high cost home loan will increase both
1. aborrower's aggregate number of monthly debt payments and
2. the aggregate amount paid by a borrower over the term of the high cost mortgage loan.
() Unconscionable Rates and Terms.
1. Making ahigh cost home loan with rates or feesthat violate 940 CMR 8.06, if gpplicable,
or otherwise charge interest rates or feesin ahigh cost loan transaction that Sgnificantly deviate
from industry standards or that are otherwise unconscionable.
2. It shdl be the creditor's burden to demondtrate that interest rates or fees charged are based
upon generaly accepted credit worthiness, sound underwriting and other risk related sandards
or otherwise conform to 209 CMR 32.34(2)(e) 1.
(f) Unreasonable Charges Making high cost home loansin which the creditor charges and retains
fees paid by the borrower
1. for sarvicesthat are not actually performed, or
2. for which the fees bear no reasonable rationship to the vaue of the services actudly
performed, or
3. which are otherwise unconscionable.
(90 Oppressve Mandatory Arbitration Clause or Waiver of Participation in Class Action Suits.
Requiring a mandatory arbitration clause or waiver of participation in class action lawsuits that is
oppressive, unfair, unconscionable, or subgtantialy in derogation of the rights of consumers.
Arbitration clauses that comply with the standards set forth in the Statement of Principles of the
Nationd Consumer Dispute Advisory Committee shdl be presumed not to violate 209 CMR
32.34(2)(g).
(h) Failureto Report for Credit Histories. Failing to report both the favorable and unfavorable
payment higtory of the borrower to a nationaly recognized consumer credit bureau at least annudly
if the creditor regularly reports information to a credit bureau.
() Single-premium Credit Insurance. Notwithstanding the provisons of 209 CMR 32.34(2)(b),
making a high cost home loan which contains Sngle-premium credit insurance, incdluding credit life,
debt cancellation, and debt suspension.
() Maodification or Deferra Fees. Making ahigh cost home loan with any feesto modify, renew,
extend, or amend a high cost home loan or defer any payment due under ahigh cost home loan if,
after the modification, renewd, extension or amendment, the loan is fill ahigh cost home loan or,
if nolonger ahigh cost home loan, the Annua Percentage Rate has not been decreased by at least
two percentage points.
1. For purposes of 209 CMR 32.34(2)(j), fees do not include interest that is otherwise
payable and congstent with the provisons of the loan documents.
2. 209 CMR 32.34(2)(j) shdl not prohibit a creditor from charging points and fees in
connection with any additiona proceeds received by the borrower in connection with the
modification, renewa, extenson or anendment (over and above the current principa baance
of the exigting high cost home loan) provided that the points and fees charged on the additiond
sum must reflect the creditor's typica point and fee structure for high cost home loans.
3. 209 CMR 32.34(2)(j) shdl not gpply if the existing high cost home loan isin default or is
60 or more days delinquent and the modification, renewa, extension, amendment or deferra
is part of awork-out process.
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